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PREFACE 


The book tmII bring me httle credit in socialist 
circles But the duty of a teacher of economics is 
clear He must state the relevant facts and the con- 
clusions which the facts suggest 

It IS hoped that the book will provoke a discus- 
sion A discussion is helpful m clarifying issues, 
and Tndian socialism’ is a highly controversial subject 
1 am indebted to the Editor, Coiitewpot ary 
India and the Editor, Trihttm for permission to use 
articles which I wrote for them 


Nicholson Road, Lahore 
14th Decemhetf 1936 


BRIJ NARAIN 
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ARGUMENT 


Exploitation m the Marxian system has Chapter 
a technical meaning The employer forces 
the labourer to overstep the bounds of 
necessary labour ‘time and thus surplus 
value anses as unpaid labour 

From this account of surplus value 
it follows that businesses which employ 
more human labour should show more 
profit, for according to Marx, human labour 
alone creates surplus value As Marx 
himself said, if a capital consisting of the 
percentages 900 + lOv produced the same 
amount of surplus value or profit as a capital 
consisting of the percentages 10 c+ 90 v, 
then it would be clear as day light that 
surplus value and, therefore, value arise 
from a source other than labour Constant 
capital consumed is c, variable capital, or 
the wages paid v, audit is assumed that the 
degree of exploitation of labour is the same 
in the two cases 

Actually it is fouud that the rate of 
profit made by different firms tends to be 
the same in spite of different compositions 
of capital 

Marx explains “The Great Contradi- 
ction’* by saying that in the beginning rates 
of profit ruling in the \anous branches of 
industry are different Firms or industries 
which employ more \anablB capital do 
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more profit, Imt tfi') nrc u jnWe to 
irnm u on n^'caum of comp‘'lUion I lie 
rile of profit lluin tM'ifi to he the '••one in 
‘pJtP of different co npo^'ition*' of 

Unt ns Inivnn <hffi.ront <oimtne<=i 
there IS no tqiiilr Pion of profits Gi\cn 
Ihf demc of c\pIoilntion of Iiboiir 
in Iiultnnnd ll ipltiul (<1^ ifO p^r cem), if 
tin conipO‘'Jtion of cmrripnd i in^-^COi, 
nnd tint of rnrtisli cij m! f^^c^ Kn, our 
ntc of siirplm nine ind profit ^'loiiW 
he iiO pf r cent compirrd v ilh Kn|,Iajid\ 
]h per rent 

*‘IInl r pariicuiirl) imporliini/’ raid 
Mnt', **vhc!i intcrnalionnl i airs of profit 
are compared v ilh one another * 

^ compare on of f.anon condiliois in 
ladin and Ln^land ahotit ISSO <*hov s tl at 
ll.e depree of exploitation of labour in India 
\ a** much hiphcr 

Giien a lov cr orpanic romrosition of 
our capital, ii foliar s that the rate of profit 
in Irdiia in tho^'c da)r at least i\io or 
three times as Iiiph as in Enpland 

But ihi** IS thorouplih absurd We 
hate a Rreat deal of evidence to show 
that indit'-lrial profits m India under free 
trade v ere insecure With the cvccption 
of jute, a monopoly. Indian manufaclurinff 
indiirtncs failed to attract British capital 
There was no lack of capital in India, but 
Indian capital was shi* and aioidcd 
manufactunnfi: enterprise gcnerallj Under 
free trade, as the Indian Fiscal Com 
mission pul it, the development of the 
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cDuntxy in every direction V7as retarded 
by insufficiency of capital ” 

It IS not possible to reconcile these 
facts with the ilarxian theory 

Profite were not high or certain under 
free trade as prices were determined by 
British competition Imports of cotton 
piece goods evceedcd home production in 
the proportion of 4 1 Profits depend 
upon prices at which goods are sold, not 
on the number of labourers whose labour- 
power IS embodied in the goods 

The inability of the exploitation theory 
to explain the facts suggests that Marx’s 
fundamental assumptions are wrong The 
labour theory explains little or nothing 
No equality can be established, as 
Marx attempted to do> between the labour 
embodied m a unit of currency and what it 
purchases Not even the semblance of 
any such equality exists under the sterling 
exchange standard, for the gold value of 
the rupee has much varied during the past 
five years 

Marx’s conception of * value’ is that 
of ‘ normal ’ price around which market 
prices fluctuate There is good deal in 
common between Marx and Marshall, for 
Marshall also taught that, under certain 
conditions, the money measure of costs 
corresponds to real costs But what that 
means is not easy to understand 

Marx applied the conception of cost of 
production to labour power itself — the 
work er’s daily subsistence constitutes "the 

XI 
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as a percentage on the money lent, it is 
really a payment for the nse of capital 
goods Money is turned into capital when 
It IS used productively 

The cultivator cannot dispense with 
capital He will need Euance even in a 
socialist regime The state will lend him 
machines and make advances m other 
forms The^ cult ivato r will ha\o tojMiy 
for the use of capital, forTTHo^arge wwe 
made, used-up capital could not be replac- 
ed, and u would not be possible to develop, 
extend and improve production From the 
point of \iew of the peasant, however, 
there is no difference at all, e\cept wheni 
the money lender charges exor' bita nt ra^s 
of interest 

Money lenders* stipulated rates are ^ 
different from realised rates The evidence " 
collected by the Indian Central and Pro 
vincial Banking Enquiry Committees bhows 
that the net xelurn to the money lender is 
a^ut equal to the rates of interest charged 
by CO operative credit societies If the 
money lender exploits the cultivator, so do 
cooperative credit societies, and this ex- 
ploitation will continue in the socialist 
icgtme It IS not inconceivable that the 
rate ot interest under socialism m the 
begmnmg may be higher than at present, 
owing to the necessity of building up 
capital resources But this is no exploita 
tion at all 

Cancellation of debts would destroy 
money lending Who is to take the place 

MU 
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of the inoz3ey’'lender ^ The socialist cannot 
say ' I do not care ’ The peasant must 
obtain credit, and cooperative credit so- 
cieties are not able to meet all his require- 
ments In the whole of India they finance, 
on an average, perhaps^fiye per cent of the 
cultivators " “ 

There is no reason why the whole 
cost of debt relief should be thrown on the 
money lender Abundant justification exists 
for a demand for State relief of indebted 
ness 

The State has a special responsibility 
m India m this connection, for land taxa- 
tion IS a direct cause of debt This is 
illustrated by the ‘ touching * story of a 
Punjab peasant who had to pay 7 rupees 
as land revenue and ^ insisted ’ on honour 
mg his debt by selling a small ornament 
which his child was wearing at the time 
the demand was made by Government 
revenue ofiicials India has exported 290 
crores worth of gold since 21st September, 
1931 A part of this gold was distress 
gold, sold by peasants to meet Government 
dues Cooperative credit societies regularly 
lend money every year for the payment 
of the land revenue, and m certain years 
loans made by these societies for this 
purpose have, in certain Districts of the 
Punjab, exceeded one third of the total 
sum lent for all purposes 

Over large parts of the country the fall 
of prices has made cultivation unprofitable 
But the fall of prices seems to have left 

XIV 
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the peasant’s revenue paywg capacity uu- 
affected ^ 

lu the Punjab, Government dues (land 
revenue and water-rates) form about half 
of the total cost of cultivation Agricul- 
tural costs are inelastic because of the 
high level of land-taxes and the rigidity 
with which they are realized 

New principles of assessment have 
been introduced in the Punjab, which wiU 
be copied m other provinces shding- 
scale system of assessment is a fraud 
Under this system the rale of assessment is 
based on assumed commutation prices 
which are higher than actual prices, but 
remissions ate granted every year according 
to the difference between commutation and 
actual prices (other things being equal) 

But costs of cultivation do not fall m the 
same proportion as prices The new pnn 
ciples ot assessment totally ignore the be 
haviour of costs when prices arc varying 
It IS mathematically certain that, under the 
new system, the land revenue will exceed 
one quarter net assets, and that m many 
cases it will, allowing for remissions accor- 
ding to the fell of prices, absorb the whole 
of net assets where net assets exist 

Socialist fury is directed against the Chapter Hi 
moneylender because of the socialists* 
faith in class-war as the means of estab 
hshmg a socialist State We, therefore, 
proceed to examine the role of class- 
struggle m the Marxian sj'stem 
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Class Struggle is a product of dialecti- 
cal materialism. What is dialectical maten 
alism ^ 

Dialectic is a method of reasoning 
Kngels distingruished Marxian dialectic on 
the one band from the method of the natural 
sciences, and on the other from meta 
physical reasoning The Marxist regards 
things and events as real and as part of 
a world whole When dialectic is applied 
to history, we see m the march of events 
“the development process of humanity/* 
and we seek to discover the laws of change 
The idea o£ class sfxuggle as jtl^e dominating 
force “m history was suggest^ to Marx 
by the worker's rising^at I^on in 1831 and 
subsequent labour agitation resulfing ih the 
Cjia rtist nsing^in England " The warring 
classes of society are the outcome of 
economic conditions, or the mode of 
economic production, which is the real 
foundation on which rests the whole super 
structure of legal and political institutions, 
and which is also at the root of religious, 
philosophical and other conceptions of every 
historical epoch 

It IS emphatically not true that the 
whole of history is the history of class 
struggles There ate also other forces at 
work The principle of struggle for exis 
tence is of much wider application than 
that of class-struggle Evolution is the 
theory of the development processes not 
only of humanity, but of all living and non- 
living things We have thus two maten- 
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ahs tic ^alecticSj^of--Marx- ani, Darwm 
WtiSiTf the two IS more worthy o! accep 
tance ? 

There are many (acts of history^ e g , 

I war and conquest, which are explained by 
the struggle for existence, but not by class- 
^struggle 

^ Further, the struggle for existence 
/ among nations, which has grown more 
bitter than ever before, indicates the need 
for class unity Particularly for a dependent 
country jtruggTing to become free, class ' 
war IS the path of eternal serfdom'-and 
annihilation 

E\en if the whole world turned 
socialist, and, what is impossible, a class- 
less world society came into being, the 
struggle for existence would continue 
The growth of numbers lu different coun 
tries can never be equalised, and unequal 
rates of growth must give rise to the 
struggle for existence, even if it could be 
temporarily suppressed 

The attitude of Marx and Engels to 
wards the struggle for existence was 
critical Engels vehemently protested against 
the transference of theories from organic 
nature to history ” The view of past 
history as merely a series of class 
struggles," he wrote, "suffices to show 
the conception of the same history as a 
^eak variation of the struggle for exis 
tence m all its shallowness *' He viewed 
the struggle for existence and class strug- 
xvii 
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gle as two mdependent principles with two 
independent spheres of operation 

But in this Bngels was clearly mis- 
taken Man IS a part of organic nature, 
and IS therefore, not immune from the 
struggle for existence And the whole 
process of the struggle for existence and 
natural selection, m the case of man, as 
in that of lower animals, is unintelligent 
, and heartlessly cruel 

f That there is a conflict of class inter- 
ests within a society cannot be denied But 
lit IS the duty of the State to harmonize 
conflicting interests 

* There would be little objection to 
class-war if India were a free country, and 
isolated from the rest of the world But 
the struggle for existence and the necessi 
ties of the political situation demand a 
different course of action 

The chief content of swaraj is 
economic There is a conflict of economic 
interests between India and Britain, shown 
by the economic policy of the Government 
during the past 75 years, and particularly 
by the inclusion of ‘safeguards’ expressly 
designed in British interests, m the new 
' constitution The struggle for swaraj is 
notimerely the struggle of Indian labour 
against British capital The loss of India 
would impoverish both British capital 
and labour, just as both Indian labour and 
capital stand to gam by swaraj Our 
struggle is no class struggle, but a national 
struggle for existence And in a national 
XVlll 
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struggle for eMstcnce, victorj belongs to a 
united people with the Will to Survi\e, not 
to a people lighting among themselves 

The object of class ^\a^ is to produce Chipicr IV 
a class less society Is the ideal of a class 
less societj realisable ^ 

A communist society is a real class- 
less society, for in such a society there 
are no differences in mdiMdual incomes or 
wealth Individual incomes and wealth 
cease to have a meaning where ail goods 
arc owned m common and where e\ery 
one labours according to his faculties and 
consumes according to his needs 

The communist ideal is consistent with 
the highest forms of religious idealism 

Real communist societies ha\e existed 
in the past The A.mana Society, founded 
m 1714 in the State of Iowa (United 
States of America) is an example “Their 
State was not conceived as ideal in an 
economic sense, but as a State in which 
no importance was attached to economic 
or worldly matters’* (Diehl) This is com 
munism deriving its inspiration from re 
iigion The members concentrate on 
Heavenly rewards, and deliberately limit 
their physical needs 

Economic communism is different 
There is no indifference to material goods 
or comfort, but still there is consump 
tion according to needs How is that 
possible ? 

We assume that there is super abund- 
ance of all goods, and therefore everyone 
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may take from the common store what 
he needs Will not some be tempted to 
take more ? The communist answers 
^Certainly not ” He idealises human nature 

There is no equality of incomes or 
wealth in Soviet Russia The standard of 
payment is piece-work rates, which are 
in some cases even progressive This 
means that the incentive of private 
monetary gam is more fully exploited in 
Russia to increase the productivity of 
labour than in capitalist countries Except 
by sophistry, it is impossible to reconcile 
such systems of wage payment with the 
communist slogan **from each according 
to his faculties and to each according to 
his needs ’ Consumption is not according 
to needs when it is determined by un- 
equal incomes Piece work rates are 
ba>sed not on the needs of the wage earner, 
but his value to the employer 

There is a frank, straight forward and 
unsophisticated account of distribution in 
a communist society fay Engels in Autt- 
Duehring Herr Duehring had gone far 
enough, but his ‘ socialitarian ' system 
still fell short of the communist ideal 
Herr Duehring admits ‘the equal right to 
consume ’ corresponding to * the equal 
obligation to produce ’ Wages are ‘neces- 
sarily the same for all’, with the exception 
that extra effort is rewarded with special 
recognition and honour But Herr Duehr- 
ing permits inheritance, and money is used 

XX 
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in his comimine Hoarded \\ealth, how- 
ever, IS not used to earn an income, since 
all means of production are ov^ned by 
society Further, money is merely a token, 
expressing Marxian * value ’ in the form 
of prices 

Engels, hon ever, accepts no compro 
mise in regard to money or exchange 
A communist society has no use for the 
‘ value ’ form of products To seek to 
abolish the capitalist form of production 
by establishing * true value * is therefore 
equivalent to attempting to abolish Catho- 
licism by establishing ‘the true* Pope ** 
Money, exchange and commodities go 
together Money drags goods into ex- 
change Money and the commodity form 
“ dissolve the community into a mass of 
pnvate producers " (Engels) If, in 
addition, there is hoarding and inheritance, 
there is still less reason to talk of a com- 
munist society 

Soviet Russia made an attempt to 
realise the true communist ideal m 19^-21, 
when workers were losing interest m money 
wages, and money was losing its function 
But -the great expenment failed, as it was 
hound to fail 

"" Eco nomic ^^mmunism can never 
succeed The ideal of a Mal*^lass"less 
’society IS unattainable, except by small com- 
munities whose members, under the ins 
piration of religion, have developed the 
requisite degree of indifference to worldly 
goods 
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T^re-jivjll never ^e_super^bun^n^ 
of all objects of human desire Hu man 
needs” ^re m^efiniteljr^'Kf^Sble In a 
capitalist society prices limiF demand and 
bring about the adjustment of supply to 
demand “Free utilisation of the resources 
of society ” (Engels) implies the absence of 
money If money is introduced, free *utilis- 
ation of the resources of society ” goes, 
goods are turned into commodities, money 
circulates as under capitalism, it may be 
saved and hoarded, borrowed and lent, or 
invested abroad AU the germs of capita 
lism are present Nothing depends on the 
form of exchange 

The communist ideal is religiously 
noble But it is irreconciliable wnth the 
materialistic outlook of communism There 
IS no ‘ synthesis ' of this ‘ thesis ’ and anti 
thesis ' 

The theory of scientific socialism is Cha 
fundamentally unsound The genesis of 
Indian socialism does not he m the labour 
theory, winch is dead , in the theory of 
surplus value, which is equally dead , in the 
theory of class struggle, which is worse 
than useless since it ignores the struggle 
for existence , or in the economic ideal of a 
class less society, which can never be 
realised India is attracted by socialism 
because a socialist planned economy is the 
only means of protecting the rural masses 
against the ruinous effects of the agricul 
tural revolution Economic planning in 
India will have three mam objects (a) 
x%u 
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increasing production \71tb modern appli- 
ances* (&) achieving an e\enly balanced 
economyi and (c) stimulating demand 

Indian socialism most be adapted to 
Indian requirements Imported slogans 
have a very limited value for us ^ndia 
isjipt a-Jargely .feudal country and^ our 
masses are not international in outlook 
Sitemationalism may be a higher ideal, but 
Indian socialism must be intensely national, 
since there is no socialism without snaraj 
The practical issue before the countiy 
IS not the form of the socialist State, but 
swaraj All controversy about the form of 
the future State is futile When the new 
State comes, it will know what to do and 
how to do It If It IS not coming at all, 
there is still less reason for engaging in a 
fruitless controversy 

It IS necessary to organise the peasants 
for swaraj And in dealing with peasants 
we must remember that no form of social 
ism which they view with suspicion has 
the slightest chance of being accepted or 
worked by this country 


XMll 
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CHAPTER I 

EXPLOITATION^ 

Accordixg to ]Mar\ th^ value jof^ a good is 
deternuned^^by the socially necessary labour time 
incorporated m it This view forms the basis of 
the Mar\ian theory of evploUation 

A spinner buys 10 lbs of cotton at 10s The 
price of cotton represents a certain amount of socially 
necessary labour Spinning causes wear and tear 
of the spindle, say a value of 2s If the quantity 
of gold represented by 12^ is produced in two days* 
labour, then the raw material and wear and tear of 
machinery are equal to two days* labour 

Suppose the value of the labour power sold is 3s 
for 6 uorliing horns “This means/’ says Marx 
that 6 hours* labour are required to produce the 
average amount of the means of subsistence daily 
required by the worker**^ In 6 hours Ifae worker 
transforms the cotton into yarn The value added 
by him to the cotton is thus 3s The total value of 
the product is Z} days’ labour The gold value 
corresponding to this js 15s 

Yol I p”'i84^ ^ Translation edited by G1>H Cole, 
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Oar capitalist is flabbergasted {stutzt) He 
earns nothing for himself, for the price at which 
yarn is sold, lls per lb , corresponds exactly to its 
value, leaving nothing for him Pie makes a claim 
to a share m the value produced “ Can the worker,” 
he asks, “ produce commodities out of nothing ^ 
Did not I provide him with the materials by means 
of which alone his labour could be embodied ^ 

Am I to get nothing for these services ? Thus 
the capitalist But Marx asks What about the 
worker? "Did not the worker pay you service 
for service, by turning your cotton and spindles into 
yarn ? ” He paid his worker 3s and a \alue exactly 
equal to 3s was added by the worker to cotton m 
turning it into yarn Thereupon the employer 
exclaims, “ Have not I myself worked ? Did not 
I do the work of supetintendence ? ” This outburst 
only makes his overlooker and manager shrug their 
shoulders 

There is no profit for the employer if 3s are paid 
for a 6 hours* labour-process He, therefore, provides 
means of production requisite for a 12 hour labour 
process, paying the worker not more than 3s as 
before In 12 hours, 20 lbs of cotton are Irans 
formed into 20 lbs of yarn Raw cottons costs 20s 
and wear and tear is represented by 4s In all 20 lbs 
of yarn embody 5 working days (raw cotton and 
wear and tear of spindle 4 days, and labour one day), 

® Capital, Vol I Translation edited b? G D H Cole 
Yol I,P 186 
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and the value of the yam is 30s But the employer 
has spent only 27s "The value of the product 
IS one ninth more than the values advanced to effect 
its production,** says Marx "As a result 27s have 
been transformed into 30s A surplus value of 3s 
has been added The tncL has at last been successful, 
money has been changed into capital * ^ 

Surplus value thus appears as unpaid labour 
This is the fundamental view of profits presented in 
Capital Vol 1 There is no change in the essential 
character of surplus value as unpaid labour in Capital 
Vol III, but Mar\ modified his argument to meet 
an obvious objection This objection is known as 
"The Great Contradiction ’* 

In Vol I we are concerned with the individual 
capitalist He engages labourers and forces them 
to overstep the bounds of necessary labour time, 
thus causing the production of surplus \alue The 
actual wages paid hlar\ calls variable capital 
Since surplus value is determined by the surplus 
portion of working days (which is not paid for). 
It follows that the ratio between surplus ^^ue and 
\anaye capital (wages) is the same as the ratio 
between surplus labour and necessary labour If we 
call surplus value S and variable capital V, then 
S S urplus labour 
V*~ Necessary labour 

Vol Ip ^ Translation edited b> ’G D H CoJc, 
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The rate of surplus value is defined in Capital^ 
Vol I, as the degree of exploitation of labour- 
power by capital, or of the exploitation cf the worker 
by the capitalist * 

When the labourer works half of every day for 
himself, and the other half for the capitalist, the 
degree of exploitation, or the rate of surplus value, is 
100 per cent 

Now if this account of surplus value is correct, 
it follows that businesses in which the proportion of 
variable to constant capital is higher should show 
more profit than others in which this proportion is 
lower The degree of exploitation being the same, 
say 100 per cent , more labourers would create more 
surplus value 

The organic composition of capital m different 
businesses is different We have seen that by variable 
capital Marx means just the wages paid His variable 
capital has a narrower connotation than circulating 
capital, which includes raw matetial and wear and 
tear of machinery Including raw material and 
depreciation m constant capital, the total capital of 
one firm may be composed of 90 per cent constant 
and 10 per cent variable capital, and of another 10 
per cent constant and 90 per cent variable capital 
To put the objection in Marx’s own words 

" If a capital consisting of the percentages 90c -f 

* Capital, Vol I Translation edited by G D H Cole, 
Vol 1 p 215 
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IQ\ produced, with the same degree of exploitation 
of labour, the same amount of surplus value or profit 
as a capital consisting of the percentages 10c+90v, 
then it uould be clear as day light that surplus value 
and therefore value must arise from a source other 
than labour, which would deprive political economy 
of e\ery rational bnsis " ^ 

How does Marx answer the objection? We 
shall use his own illustrations. 

We take five different spheres of production, with 
different organic compositions of capital but the 
same rate of surplus value, as shown m the following 
table 


Capital 

Rate of sur 

Surplus Value of 

Tlxte of 

plus \alue 

value 

product 

pTO&t 

I 

80c-f20v 

100% 

20 

120 

20% 

II 

70c4-30% 

COc-HOv 

100% 

30 

130 

30% 

III 

100% 

10 

140 

40% 

lY 

85t+15v 

100% 

15 

115 

15% 

V 

95c4* 5v 

100% 

5 

105 

eo' 

3 lo 


It IS seen that while the rate of surplus value 
IS the same, 1007 o m each case, the rate of profit is 
different T. he nte of profit is found by comparing 
the total ^alne of the product with the total xalue of 
capital consumed in production (100 in each case) 
The production sphere III has the highest proportion 
of ^atlable capital, 40 per cent The degree of 
exploitation of labour in this case being the same as 

= Dtts \ol m. Part L p 127 iHamhurr, 191Q) 
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m the other cases (fTereslarv' tonr)' 

IS 40 per cent 

The total capital of the five spheres of production 
(or firms) is 500, the total surplus value produced by 
them IS 110, and the total value of the products 610 
The total capital of 500 is equal to 390c+110v, or, 
in percentages, 78c+22v If we regarded each of 
the five capitals as one fifth of the total, then the 
average composition of capital would be 78c+22v 
On an average surplus value would be 22, the rate of 
profit 22 per cent, and the average value of the 
products of the fi\e capitals, 122 

But, to follow Marx again, it is not correct to 
assume that cost puce m each case is 100 When 
the proportion of constant to variable capital is high, 
as 4 1, the whole of constant capital may not be 
consumed, or may not reappear m the value of the 
product The following table shows different cost 
prices when the consumption of c is different in 
different cases 


Capita] 

Hate of 
surplus 
value 

Sur 

plus 

value 

Rate 

of 

pro6t 

Consn 
mption 
of c 

Value 

of 

goods 

Cost 

Price 

1 

80C+20V 

100% 

20 

20% 

50 

90 

70 

II 

70C+30V 

100% 

30 

30% 

51 

HI 

81 

III 

60c+^0v 

100% 

40 

40% 

51 

131 

91 

IV 

85c+l5v 

100% 

15 

15% 

40 

70 

55 

V 

95c+ 5v 

100% 

5 

5% 

10 

20 

15 

Total 

390c+110\ — 

110 

110% 


— 


Average 7Rc4-22v — 

22 

22% 

— 

— 

— 
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Let US take capital V as an example Of 95c, 
10 IS consumed Adding to 10 the wages paid, 5, 
and 5 of the surplus value produced, the value of the 
product IS 20 The rate of surplus value is 100 per 
cent, cost price 15 (l0c+5v) and the rate of profit 
5 per cent on the total capital employed (95c +5v) 

It IS again seen that, on an average, the compo' 
sition of tliefi\e capitals regarded as one is 78c+22v, 
surplus value is 22, and 22 per cent is also the rate 
of surplus value If this surplus value were equally 
divided among the five capitals, the prices of goods 
M ill be as under 




Suiplus 

\auic 

\a1uQ 

Cost 

Prices 

Rate 

Differenco 


Capital 

cf 

prices of 

of 

of 

of pnccs 


eo&is 

goods 


pro&t 

Iroin\altte 

I 

SOc-l 20v 

20 

90 

70 

92 

22% 

+ 2 

n 

70c+30i 

30 

HI 

81 

103 

22% 

- 8 

III 

6Cc+40v 

40 

131 

91 

113 

22% 

-IS 

IV 

85r+15v 

15 

110 

55 

77 

22% 

+ 7 

V 

95c -1- 5v 

5 

20 

15 

37 

22% 

+17 


In spite of the different organic composition of 
capitals, the rate of profit is the same in each case, 
22 per cent How is this remarkable result achie- 
ved > Surplus values are different — they vary with 
the proportion of vanable capital to constant capital 
Values of goods and cost paces are the same as in 
the preceding table But goods are sold at prices 
which in some cases are higher and in others lower 
than their values For example capital II is 70c+ 
30v The goods produced by capital II are sold at 
7 
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prices which fall short of value by 8 , the defect m 
the case of capital III is 18 But where the propor- 
tion of constant to variable capital is higher, goods 
are sold at prices which exceed their \alue 
That IS how Mar\ solved The Great Contradic- 
tion,'’ The organic composition of capital vanes 
from business to business and from industry to 
industry, but the rate of profit m ail businesses and 
industries tends to be equal Mar'K sticks to his origi- 
nal thesis that labour alone produces surplus value 
If more labour is employed in any business or 
mdustrj, more surplus value is created "In accor- 
dance with this, rates of profit ruling in various 
branches of industry, are, in the b^innmg very 
different But these different rates of profit are, 
through competition, equalized to a general rate of 
profit, which IS the average of all these different 
rates ” ® The total profit of a business in which 
more capital is invested is greater in proportion to 
the amount of its capital, but the rate of profit is 
the same for all Mar\ compared capitalists to 
shareholders in a huge jomt-stock enterprize The 
rate of profit or dividend is the same for all share 
holder*?, but the amount of profit, or dividend, vanes 
according to the number of shares owned by each ^ 

The rate of profit is the same because businesses 
or industries with a lower organic composition of 

I Bas kaj^^talVoi III Part I. p 127 (Hamburg, 1919) 

’ Ibtd, p 137 
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capital (lower proportion ol constant to variable 
capital), sell their goods below their value, and busi- 
nesses and industries with a higher organic composi- 
tion of capital sell their goods above their value, as 
IS shown in the last table 

Is this explanation of “ The Great Contradiction’ 
satisfactory ? 


W Gelesnoff, University Professor at Moscow, 
was not entirely convinced How equalisation of 
profits in different spheres of production comes about 
in spite of different compositions of capital — to this 
question,’* says Gelesnoff, “ Marx gives no clear ans- 
wer ” ® One may complain -with Gelesnoff that Marx 
does not tell us how and why in the process of profit 
distribution, the goods of one firm are always sold 
below their value, and of another above their value 


There are two mam steps m the argument First 
there is the statement that spheres of production, or 
branche*; of industry, or firms m which there is a 
higher proportion of variable to constant capital, enjoy 
more surplus value than others m which this propor- 
tion is lower* If they could retain all this surplus 
value, or show a higher rate of profit, the truth of the 
labour theory and of exploitation in the Mar ^lan sense 
would be established But the second step m the 
argument shows that all profits are pooled together, 


® Griiinfsiiesc Act Volsl 
Oelcsnoff, Berlin, 1918, p 237 


sttf) tsc) afishhrct hy 


G.W 
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and that the actual rate of profit enjoyed by a firm has 
nothing whatever to do with the proportion of its 
variable to constant capital One may admit the 
tendency towards eqaality in the rates of profit of 
various firms, but it has not been shown that firms 
which employ more labourers do as a matter of fact 
earn more profit It remains an assumption 

According to Boehm Bawerk, Mar\*s system is 
“ not in close touch with facts ** “ The system runs 

m one direction, facts go in another," he wrote, and in 
1896 it seemed to Boehm-Bawerk that Marxism had 
no future To this Strachey may well say, as he has 
said “ But 111 the event it was the Austrian Empire, 
the Emperor, his Minister of Finance, and the 
theoretical constructions by which the Minister ex- 
plained the existence both of himself and of his 
Emperor which had no future” As if that settles the 
controversy ^ ® 

What does Strachey himself think of the pooling 
process ’ The pooling process takes place, not only 
when there is a sudden glut “ but habitually as 
between industries using different proportions of 
variable and constant capital “ All this, " he conti 
nues, “ sounds remote from reality And yet 
all this really does happen Marx’s solution is Svater- 

® The ITtttuic of the Capifattst Casts, Cheap edition, 
(GoUanez) p 231 

»«> Jbtd p 219 
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tight'. "The "solution is complete’’” "Firms 
vl}»ch use much vnrnblc little con*;taiit capital 
do mail much more surplus %iiUto or profit than firms 
hidi u^B capital of an opposite composition ” 

It mav «!ccm as if thecontro\ers\ can ne\er be 
■settled MaTMsts insist that the less mcchani/cd 
firms do male more profits '^hich their critics deny 
In a Ri\cn economic 5\stem, or a gnen socieU, it is 
neither possible to pro\c nor to di*Jpro\c such a 
contention, on account of the pooling of «an profits 
and the existence of an n\cragc rale of profits 

But there IS no pooling of profits as betv,ccn 
dificreni countries The rate of profit may be different 
m dilTcrent countries m diflorent stages of economic 
e\olution Tahe, for example, India and Cngland of 
Marx’s time Our ladustnal o'^ram^alion h much 
improicd during the past tnenty >cars Cut /i% 
years ago we had only the beginnings of an industrial 
s>stem Much more labour per unit of capital goods 
was u‘!ed in the Indian cotton industry than m Latica 
shire Our capital was of a lower organic composition 
than British capital Then whatever our rate of 
profit was, It \ns distinct from the British rate o! 
profit The capital invested m the Indian cotton 
mill industrj* was almost wholly Indian, and there was 
no pooling together of profits in Bombay and Lanca- 
shire — no tendency towards a general or uniform rate 

T)jc Uaiurc of fftc Capitalist Crisis^ Chenp edition, 
(GoUanw) p 220 


11 



INDIAN SOCIALISM 


of profit as between Bombay and Lancashire, such as 
eMsts m a given society or a given economic system 

Here is then a test provided for the truth oi 
falsity of the Marxian theory of exploitation, which 
connects a high rate of profit with a lower organic 
composition of capital The test is a valid one A 
theory which cannot be put to a test in a given econo- 
my on account of the tendency towards equalisation 
of profit, may bs applied to different rates of profit 
in two different economies, with different organic 
compositions of capital 

Would Strachey accept such a test ? I do not 
know Mar\ did The passage m which he compares 
surplus values m European and Asiatic countries is so 
important that no apology is needed for reproducing it 
m full A literal translation of the original is given 

“ The value of a good is equal to the value of the 
constant capital it contains, plus the variable capital 
incorporated in it, plus the increase in this variable 
capital, the surplus value created The rate of 
surplus value being equal, its magnitude obviously 
depends on the magnitude of the variable capital 
The value of the product of a capital of 100 is in 
one case 90c+10v+i0s=110 , in another case 
10c+90v+90s== 190 Goods are sold at these values 
— thus the first product [is sold] for 110, of which 10 
represents surplus value or unpaid labour , the second 
product, on the other hand, [is sold] for 190, of which 
90 IS surplus value or unpaid labour 
12 
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This IS particularly iropotlant\;hcn international 
rates of profit are compared i\ith one another In a 
European country the rate of surplus \alue is 100 per 
cent, that is, the labourer works half of a day for 
himself, and the other half for his employer , m an 
Asiatic country it is 25%, r c , ihe labourer works ^/5 
of a day for himself and 1/5 for his employer In the 
European country, however, the composition of 
national capital is 8k+16v, and m the Asiatic country, 
where few machines etc , are used and a given quanti 
ty of labour power productively consumes a relatively 
small amount of raw material m a given tune, the 
composition is 84-v We have thus the following 
account 

" In the European country the value of the 
product=84c+16v+l6s=^ 116 Rate of Profit^ 

16n00=16% 

“ In the Asiatic country the value of the product 
== 16c+ S4v+2ls= 121 Rate of profit =21/100= 21% 

“ The rate of profit m the Asiatic country is 
thus more than 25 per cent greater than m the 
European, although the rate of surplus value m the 
former is four times smaller than in this C?revs, 
Bastiats and all the rest will conclude just the 
opposite 

** This incidentally , different national rates of 
profit will m most cases rest on different national 
rates of surplus value, in this chapter, however, we 

13 
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shall compare unequal rates of profit which arise 
from the same rate of surplus value.*’^^ 

According to Mar^ there are different national 
rates of profit based on different rates of surplus value 
The figures given m the numerical illustrations are, 
of course, imaginary We do not know which Asiatic 
country Marx had in Ins mind when he constructed 
these examples, but with certain modifications the 
figures would apply to India of 50 or 60 years ago 

Marx supposed that the rate of surplus value was 
100 per cent m the European country, but only 25 
per cent m the Asiatic country, that is, while m the 
European country the labourer worked unpaid for 
half a day for his employer, m the Asiatic country he 
worked 4/5 of a day for himself, and only 1/5 of the 
day for his employer That was not true of India 
of those days The degree of exploitation of Indian 
labour m the cotton mills of the Bombay Presidency 
was certainly much higher than that of the Lancashire 
working man 

The Factories Act of 1881 fixed 7 and 12 as the 
limits of age for children^ and nine hours as the 
limit of their work Hours of work for persons over 
12, whether male or female, were not fi\ed by law 
Factories generally worked from day light to dark, a 
period which varied from Hi to 14 hours, with a 
very short interval of about 15 or 20 minutes The 

Das Mpital, Vo! HI, Part I, pp 128-29 
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average hours of work of persons of different ages m 
Bombay were as shown below — 




Bomhay 

England 

Mate D\cr IS 


12J 

10 

Female over 18 


llj 

10* 

Persons between 14 and 18 

12^ 

10* 

1 «i 

12 and 14 

12^- 

sr 

ti >, 

10 and 12 

9* 

5* 

II II 

7 and 10 

9* 

not at all 


Those marked with an asterisk were regulated 
by law 

The Bombay Factory Commission made an 
imestigation into working class conditions in 1885 
In their report the Commission compared working 
conditions in England with those m India to the 
disad\antage of the latter Instances of o\erwork 
m industries in England m which men formed the 
majority of hands employed, were unknown ** Men 
may be worked overtime, night time and e\en on Sun- 
dajs so far as the English Factory Law is concerned, 
butin practice,'* saidthe Commission, ** shortening the 
hours of the protected classes (children, young persons 
and women) has just as effectually compelled the 
shortening of the hours of work of the men as if the 
htter had been directly dealt with '* The Commission 
were astonished to find that the Indian Factory Act 
did not prescribe the maximum limits within which 
regulated labour was to be taken, and there was no 
mention of women and yoing persons whatever 
15 
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Children only between 7 and 12 years of age were 
protected “and that most inefficiently “The result 
of these omissions is,*' said the Commission, “ that 
women can be worked as long as men, or from 
sunrise to sunset — that is, Hi hours a day or 80} 
hours a week, m the cold weather, and 14 hours a 
day, or 98 hours a week in the hot weather, and if 
artificial light is used, they may be worked day and 
night for days consecutively, and that such excessive 
labour is e\acted in the small ginning and pressing 
factories of Khandesh is distinctly proved by the 
evidence before us *’ 

On the average 15 holidays were given through 
out the year, while m England, besides 10 holidays, 
there were 52 Sundays and 52 half Saturdays, mak- 
ing a total of 88 days altogether “ The difie 
rence is striking,** said the Commission 

We should not be far wrong in supposing that 
under the conditions of employment and wage pay- 
ments then, the Indian labourer worked for 6 hours 
for himself and 12 hours for his master But for the 
sake of argument let us assume that the degree of 
e\ploitation of Indian labour was only 25 per cent 
greater than that of the Lancashire worker 

The organic composition of Indian capital may 
not ha\ e been so low as suggested in Marx’s example, 
16c+84v It may have been 40c+60v We have 
thus the following reconstructed example 
In the European countrj", say England, 

16 
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The value of product ~84c+16v+ 16s “116 
Rate of profit- 16 per cent. 

In India 

The value of producl=40c+60v+75s— 175 
Rate of ptofit« 75 per cent 
The rate of ptoht for India is much higlier than 
^larv's %are for an Asiatic country, 21 pet cent 
But It vronld be higher still if the organic composition 
of Indian capital then was 16c+84v 

The rate of profit is high on account of the 
higher degree of exploitation of labour m India If 
the same rate of exploitation is assumed for both 
countries, the rate of profit would be 60 per cent 
In India 


The value of the product“40c+60v+60s« 160 
Rate of profit=60 per cent 
We may put the proportion of c to v still higher 
That would reduce the rate of profit But given the 
same degree of exploitation of labour m England 
and India, and a lower organic composition of capital 
m India, the Indian rate of profit, according to the 
Marxian theory, must be substantially higher than 
the English 


40c-}-60v4-C0s e 160 

4Sc4.55v+55s « 155 

50c+50v4*50s ea 150 

55c-|-45\ +^5s sa \45 

60c-fi0\4*^Qs 4= 140 


Rale of profit 60% 
Rale of profit » 55% 

Rale ot profit = 5o% 

Rale of profit « 45% 

Rate of profit = 40% 


Marx s reasoning leads one to conclude that the 
tate of profit m Indian mannfactunng industries in 
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the free trade regime ^Yas t^vo or three times higher 
than m England 

The Indian cotton mill industry has made rapid 
progress m recent years In 1913 14 the output of 
Indian mills was 1164 million yards of piece goods 
as compared with imports amounting to 3197 million 
yards At the present time Indian mills are prodnc 
mg on the basis of 3500 million yards per annum, 
while total imports of piece goods m 1935 36 amounted 
to 946 million yards The proportion of Indian 
output to imports m 1913-14 was 100 275 , at present 
It IS about 370 100 

In 1879 80 there were 58 cotton mills in e\istcnce, 
with a rupee capital of 5 j crores, and 13,307 looms 
and 1,470,830 spindles The mills gave employment 
to 39,537 persons In 1932 33, 325 cotton mills 
were worLmg in the whole of India with a paid-up 
capital of 38 crores, and 180,705 looms and over 
9 lakhs of spindles The mills gave employment to 
about 4i lakhs of persons daily on an average 

A\ erage imports of cotton piece goods from 
1896 97 to 1900 01 were 1219 million yards, and 
average home production m the same period ^vas 320 
million >ards, or one-fourth of imports This period 
includes two severe and widespread famines which 
caused hea'vy mortality Average imports from 1876 
77 to 1880-81 were larger, 1356 million yards Home 
production was probably less than 320 million yards 
Figures of home production for this period are not 
18 
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no real lack of capital m India, but Indian capital 
avoided manufacturing industries because profits \vere 
insecure There is no other meaning of the charac 
teristic ‘shyness* of Indian capital 

One of the most forcible arguments in favour of 
protection was that it would remove ^vant of con 
fidence among the owners of capital and make profits 
secure 

The Fiscal Commission did not overlook the possi- 
bility of attracting foreign capital "These are very 
substantial advantages,*’ they wrote, "in a country 
the development of which m every direction is retard 
ed by insufficiency of capital 

Nor were the Fiscal Commission mistaken Pro- 
tection has removed the shyness of Indian capital, and 
increased the flow of foreign capital to India In 
1922-23 the number of companies registered outside 
India but working m British India and Indian States 
was 720, and the amount of their paid up capital 
about £ 487 millions In 1931-32 the number of 
companies had increased to 911 and the amount of 
paid-up capital to milhons In rupees the 

paid up capital of these companies increased from 
649 crores to 1008 crores, or by 55 per cent in this 
period There is no doubt that this considerable flow 
of capital to India was largely due to our protective 
tariff 

Rcboit, Fiscal Comtittsstoiti para 74 
»» Ibid, p 25 
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Relevant facts about our tariff history may next 
be noted The general rate of duty levied on imports 
into India untillSGO was 10 per cent ad valorem, 
almost all goods e\ported were taxed at the rate of 
3 per cent The duty on imports was reduced to 

per cent m 1864 and 5 per cent m 1875 Duties 
on exports were gradually repealed and in 1875 only 
nee, mdigo and lac were still subject to duty The 
reform* of the Indian tanfF m accordance with the 
principles of free trade began in 1878 The duties on 
a great number of articles, including some of the 
coarser cotton goods, were remitted m that year, and 
m the following year the duties on grey cotton goods, 
ewept those of the finer qualities, were repealed In 
1882, with the exception of salt, all the remaining 
import duties were repealed Financial pressure 
compelled the Government of India in 1894 to re- 
impose the tariff of 1875 with some modifications 
In December 1894 a 5 per cent duty was imposed on 
cotton goods and yams imported into India and a 
countervailing excise duty of an equivalent amount 
was imposed on cotton goods made m Indian poiver 
mills Two years later the duty on jams was re- 
moved, and both the duty on cotton goods and the 
excise were lowered to 3i per cent Tbe Tanff Act 
of 1894 was amended m 1899 with a view to check 
tbe imports of bounty fed sugar from Germany and 
Austria-Hungary With this exception there was no 
change imtil the revision of the tanff m 1916i 
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We are now in possession of all the relevant facts 
India a free trade country with a light revenue 
duty when the Great War broke out She was in- 
dustrially backward, with only two large manufactur 
ing industries jute and cotton There was capital in 
the countrj', but mostly lying dormant Is it possible 
to reconcile these facts — and they are facts, not 
theoretical constructions, with an average rate of 
industrial profit in India equal to two or three times 
the rate of profit in England ? 

It iB obvious that there is something radically 
wrong with the assumptions with which we started, 
that surplus value is unpaid labour, and that the rate of 
surplus value being given (say 100 per cent), its mag 
nitude, as Mar\ said, depends on the magnitude of 
variable capital There might have been an average 
rate of profit m Indian industries as a whole, but 
national rates of profits, it is admitted by Marx, 
may be different — because different national profits 
are not pooled together The facts of our industrial 
situation under free trade are not m harmony with 
the Marxian theory The Marxian theory does not 
explain the facts It breaks down completely 

The Marxian system is thin and subtle like gossa 
mer It cannot bear the slightest touch of reality 
THE LABOUR THEORY 

The Marxian view of exploiUition or surplus value 
IS wrong because it is based on a wrong theory of 
value — the famous labour theory 
22 
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Things exchange for one another m certain pro 
portions, cg,l coat =20 yards of linen, 10 lbs of tea 
= 1 quarter oE wheat, etc Why ? 

Mar\*s explanation is m terms of labour If 
1 coat=20 yards of linen, he argues, something must 
be common to both, or both must be equal to a third 
commodity, t e , labour 

If 1 coat= 20 yards of linen, their prices must be 
equal, say Rs 5 for a coat and also Rs 5 for the 
given quantity of linen It follows that whenever the 
prices of two commodities are equal, the commodities 
embody equal amounts of labour If a sewing machine 
costs Rs 80 and a seer of sugar As 4, then the labour 
embodied in a sewing machine is equal to thatemodied 
m 8 maunds of sugar 


The value of gold is determined m the same way 
as that of any commodity Gold also embodies a 
certain amount of socially necessary labour time 
Like any other commodity gold can only express the 
magnitude of its value m the form of a relation to 
other commodities Its own value is determined by 
the amount of labour time needed for its production, 
and that value secures expression m the quantum of 
any commodity m which an equal amount of labour- 
hme ,s congealed And m a foot note Marx quotes 
William Petty m his support 

Onr difficulties begin immediately. Our silver 
rupees were of full value before the closing of the 
Cfff rial Vol l,p 67 (Cole) . 
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mints to the free coinage of silver m 1893 If a 
maund of wheat m 1890 cost 2 rupeeSi it 'ivas possible 
to argue then that the labour embodied in a maund 
of wheat was equal to that embodied in 2 tolas of 
silver. But the rupee became a token com in 1893, 
and IS a token com now, that is, it does not contain 
16 annas worth of silver There is no longer any 
equality between the magnitude of labour embodied 
m a rupee and that embodied in what the rupee 
purchases Further, instead of using token rupees, 
we may use paper money whose intrinsic value is 
zero Paper money, perhaps the reader ivill object, 
must be convertible But why ? A currency may 
consist whoDy of inconvertible paper, its amount 
being so regulated that it does not depreciate An 
inconvertible paper rupee would have purchasing 
power m terms of commodities and services, but no 
relation could be established between the paper rupee 
and commodities and services m terms of labour 

For foreign payments, the paper rupee would be 
convertible into gold But it is not necessary that 
the gold value of the rupee should be fixed The 
rupee has no fixed gold value now Before we left 
the gold standard, 18cf sterling was equal to 18^ gold, 
or the gold value of the rupee was 84751 grains of 
gold At present it is about 40 per cent less than this, 
or a little over 5 grains During the past 5 years, or 
since 21st December, 1931, the gold value of the rupee 


24 



EXPLOITATION 


has fluctuated considerably The rupee being ImLed 
to sterling, the gold ^al^e of the rupee has risen and 
fallen sterling It will continue to fluctuate 
until we return to the gold standard again, which 
may take many years 

\\Tiat does the rise and fall m the gold \alue of 
the rupee mean> Before 21st September, 1931, a 
given quantity of agricultural produce, or milk, or 
mithatj or industrial products which cost a rupee, 
was equal to about 8i gnins of gold, because the 
labour embodied in this quantity of gold was equal to 
that embodied in the agricultural products, milk, 
mfhai etc Agncaltural methods have been revolu- 
tionized, and concenably the average amount of 
socially necessary labour-time which a given unit of 
agricultural produce represents to da> is less than 10 
or 20 years ago But there is no change m the 
methods of produang mtthm, our jki/7ic« does not 
compete with European sweets and the socially 

necessary labour time which IS incorporated in it has 

suffered no change during the past ten or twenty 
years And yBt a rupee worth of mtthai now re- 
presents labour incorporated m 5 grams of gold as 
compared with about fif grams before the abandon- 
ment of the gold standard by India* Is it possible 
to account for this change ? Do five grams of gold 
to day incorporate as much socially necessary -labour- 
time as 8i grams before 21st September 1931? 
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There is no conceivable reason why they should As 
in the case of manufactured products generally, the 
average amount of socially necessary labour required 
to produce gold is probably less to day than before 
Metallurgy has benefited from recent mechanical 
progress like other branches of production 

When we return to the gold standard, the gold 
value of the rupee may be five grains, or any other 
rate may be chosen If the rupee is stabilised at G 
grams of gold, the gold equivalent of all commodities 
and services which a rupee procures, will change 
immediately And if gold exports ceased, or Govern- 
ment left the rupee to find its own level, there is very 
little doubt that sterling exchange will fall The gold 
\^lue of the rupee may fall to 4 grains of gold or 
even less 

Labour is supposed to provide an absolute, 
objective standard of value Of course there is 
nothing absolutely absolute m this world A yard 
stick moving m space in the direction of its own 
length at the speed of electrons would become shorter 
But a yard stick at rest, which is not affected by 
heat or cold, is an absolute, objective measure of 
length Is labour such a standard ^ No Even if 
we were able to compare the qualities of various sorts 
of labour required to produce a given quantity- of 
gold with that incorporated m a given unit of agricul 
tural produce, milk, imthai or industrial products, 
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thetc 15 no fi\ed telation between gold and commodi* ^ 
ties or sen ices. 

The labour yard^stick XMth which we set out 
to determine the value of all goods is found to be 
useless It constantly becomes shorter or longer. 
Labour involved in producing any good cannot be 
reckoned in terms of labour invohed m producing 
paper or token money or a given amount of gold 

If we lea\e out gold, ve are left with goods alone, 
and the ratios at which they exchange against one 
another What is the explanation of these ratios ? 
This IS the central problem of value 

If 1 coat — 10 maunds of w'hcat, it is not necessary 
that the labour incorporated in the two should be 
equal In fact it may not be possible to compare 
the labour incorporated in the two on a rational basis 
Something else is common to both besides labour, 
and that 15 utility It ism virtue of this utility or 
want-satisfymg power thit a coat may be compared 
with a unit of agricultural produce, or iron or steel, 
or even a piece of land which was not produced by 
labour at all If a coat, 10 maunds of wheat and a 
square yard of land represent equal degrees of utility 
at the margin, they will be equal to one another 
Their values may then be said to be equal, which 
\alues may be expressed m terms of paper money 
con\ertible or inconvertible, siher money, which is 
token money of full \alue, or gold We are not 
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concerned at all with the labour which a given unit 
of money may or may not represent 

Marx was concerned with values produced by 
labour alone But land possesses exchange value 
precisely in the same sense m which exchange value 
IS possessed by any product of human labour Land 
may be equated to any thing of value — coal, diamonds, 
or wheat, or milk The equation, 1 acre of cultivable 
land— 1 motor cycle, cannot be explained in terms of 
human labour 

Marginal utility explains more than the labour 
theory Labour misdirected has no value because 
it fails to produce utility “ Socially necessary 
labour ” is supposed to account for the non-appearance 
of even in this case But the explanation m terms 
of utility IS more convincing 

“If the world needs 100 million bushels of 
wheat,** argues Strachey, “ and its farmers produce 
150 million bushels, some of their labour was not 
socially necessary and did not, therefore, create, 
value We are unable to decide whether labour was 
‘socially necessary labour’ or not until the produce 
IS brought to the market If there is demand for 
the 150 million bushels of wheat, the labour of all 
farmers was ‘socially necessary*, if, on the other hand, 
supply IS found to exceed demand and price 
falls, then we suddenly make the discovery that some 

The h[aUtrc of the Captialtst CrtsiSt p 167 
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farmers* labour notsocmily ucctssary * 

This 15 an excepliou-il case m vshich 'sociaUy 
necessary labour* also accounts for the fail of price 
due to o\cr production Arguing similarlj^ a use 
of prices owing to a sudden increase of dcmiurt 
may be explained by saymg that, owing to tttc 
increase m demand, the goods concerned incorporated 
a larger amount of*socmlIy necessary labour*^ Ihis 
IS a wholly new interpretation of *sacially nccesriT)’ 
labour*, for which Sltachey deserves trebt* 

The labour theory capkms the ' ' of com^ 

moditics as disungmshed from thtir prEcc«i Maiv's 
conceplioa of value is the same ns that of normal 
price Normal price is ppce ra the long run M*»rKct 
prices rise ind fall, but they fluctuate around the 
lL\el of norma) price 

“The price of a thing” Mar\ sa\b,"is the 
money name of ilie value embodied m that thing” 
Money (gold) is itself a product of labour Price 
may thus be regatded aa “the caponcnl of the value 
of a cotnntoditj ’* If two quantities of «oci illy 
necessary labour are respectively repre^icntcd by 1 
quarter of wheat and 1% {nearlv half an ounce of 
gold), then ^2, the price of 1 quarter of \vhe?t, 
expresses the magnitude of die value of the quarter of 
wheat But price may rise to £l or fall to The 
*p03Sibibly of a quaulitativc mcongrmty between 
price oa the one hand and magnitude of value on the 
29 
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Other, the possibility of a divergence of price from 
magnitude of value, is inherent m the price fotm 
When such divergence occurs, price ceases to be a 
correct measure of \alue Does this mean that prices 
are never equal to value ? No The different Lmds 
of individual or private labour are continually being 
reduced to their socially proportional measure 

“ How IS the reduction achieved ? In this way 
that n the chance and ever \arying exchange relations 
between products, the labour time socially necessary 
for their production exerts its coercive influence like 
an o\ er riding law of nature The law of gravity 
exerts an o\er riding inHuence in like fashion when 
a house tumbles about our ears 

It IS impossible to mistake Marxes meaning 
While market prices rise and fall, they tend toward 
a paiticular level Market prices are thus subject 
to an over tiding law of nature, like that of gravita 
tion, which makes them coi respond to “value ” 

Marx expressed the same idea more clearly in 
the course of an address to the General Council of 
the International on June 26, 1865 The relevant 
portion of the address is reproduced below 

Translation of Capital, edited by Cole Vol 1, pp 

78 9 

Ibid pp 4S 9 

' What then is the relation between value and mat Let 
pitces, or between pt tecs nnA mat Let pnacsl ^ou 

all know that the inaifetpt tee is the same for all commodities 
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M\R\ AND MARSHALL 

Mar\ was aw economic monist, that is, he 
attempted lo e\plain value m terms of labour alone 
Marshall was a dualist Marshall's analogy of a 
pair of scissors IS w^ellkaoivn Value, according to 
Marshall, is gourned by utility and cost, both m the 
short and the long period But the inHueaces which 
prepoadenle m the long period are diftorent from 
those whicb determme value m the short period In 


of lae same LjiwJ however the conditions ol produclion may 
differ 'unoDK themdividml producers The market price 
expresses otilj necess^ry 

under the average conditions of production to supply the 
^fcet with a certain mass of a ccrtiia article ]t h calcu 
lated Dpon the whote tot of a commodity of certain dcscripiioo 
So fw the marL* pi ice of a commodity coincides v ilh its 
value On the other hand the oacilhtioas of market pcices, 
nsiag now over siakmu now Under the value or natural 
depend upon the fluctuations of supply and demand 
Tov deviations of marUt pnetsfrom values vo continual, 
Mt ^ Warn Smith says The natural price ifi the ceniril 
price to whim the prices of commodities are contiounlly 
^vitating Different accidents may someiimts leep tliem 
upended a ^ood deal above it and sometimes force them 
S f nuhat below It But whatever may be >thc 
Ostades which hinder them from settlmg m this centre of 
repoavandcoaunuance they are conslantl) tending toward it' 
r.tc: 'J®" ®>ft this matter Mar\ conticutd ' It 

eqmlibnle each 
prices of commodities will correspond v/ilh 

wS iff respective quantities required for ilieir 
production But supply and demand mus^ conslantiv tend 
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the short period the influence of utility is more 
important than that of cost, as supply can be increased 
only with the existing appliances for production, or 
With difflculty In the long period there is a more 
permanent equilibrium between supply and demand 
Price in the long period is determined by cost of 
production — with an increase of demand, price tends 
to fall, rise or remain constant according as the 
commodity m question is produced under the law 
of increasing, diminishing or constant return But 
whether m the short or in the long penod, both 
blades of onr pair of scissors must be there 

Does Marx ignore utility altogether ? No He 
recognizes that the market price may rise or fall 
below the Value* of a commodity, as in the example 
of wheat given above His labour theory does not 
explain the oscillations of market price , the explana 
tiou may, therefore, be sought m utility But Marx 
did not trouble about that explanation , he was more 
interested m his theory of exploitation If pressed, 
a klarxist would admit (as admit he must) that 
marginal utility furnishes a complete explanation of 
such oscillations this is a logical deduction from his 
position that " the law of supply and demand can 
cause the price of commodities to fluctuate ” ^ 

Normal value is value in the pioper Marxian 
sense Normal value is governed by cost according 

Lapidus and Ostrovityanov, Outline of PoUitcal 
Economy, p 17 
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to Marshall (demand being given) What is Mar 
shairs idea of cost? 

Marshall clearly distinguishes between monej 
cost and real cost The real cost of production of 
a commodity consists m the efforts and sacrifices 
involved m its production ^ the sums of money that 
have to be paid for these efforts and sacrifices are 
money costs of production, or expenses of production 
If money cost corresponds to real cost, or is a 
true measure of efforte and sicnflces, and if price is 
equal to moaej cost, price is determined bv real cost 
Professor Cnnnan has talen pams to trace the 
evolutioD of Marshall’s thought on the relation of 
money cost to real cost between 1S90 and 1923, from 
the Ht to the 8th edition of Marshall’s Principles' 
He is perhaps inclined to attach too much importance 
to alterations and improvements of the text of the 
Pmitt^les On the whole Marshall has been 
fairly consistent AH editions illustrate the “way in 
which efforts and sacrifices which are the real cost of 
production of a thing, underlie the expenses which are 
Its monej cost ” All editions, however, proclaim the 
looseness of the connection between supply pnee and 
real cost of production All editions suggest that 
la an age of change the equilibnumof normal demand 
and supply does not correspond to any ‘precise’ 
(1st edil'on) or ‘distinct’ (8th edition) relation of a 

0/ Rcaiiomtc Theory 
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certain aggregate of pleasure got from the consumption 
of a commodity and the aggregate of efforts and 
sacnfices involved in producing it In the 6th edition 
Marshall added a partigraph to the last section of 
Book V, Chapter III, in which he explains that the 
capitalist employer is directly concerned, not with 
eflforts and sacrifices but the money payments that he 
has to make for them When we consider costs 
from his point of view, we measure them in money 
But from the social point of view “we are concerned 
with the real costs of efiforts of various qualities, 
and with the real cost of waiting ” What is the 
relation between costs from the individual and from 
the social point of view 7 Marshall’s answer is 
clear “ If the purchasing power of money has re 
mained about constant, and if the rate of remuneration 
for waiting has remained about constant, then the 
money costs correspond to the real costs , but such 
a correspondence is never to be lightly assumed *’ 
There is no deiimteness about Marshall's con 
elusion Marx, on the other hand, endowed the 
tendency of price to coincide with ‘value’ with the 
force of a natural law In some cases it is easier 
to adapt supply to demand than m others, that is, 
a longer period of time may be required to bring 
about this adjustment m some cases than m others 
But when the adjustment has taken place, price is 
an exact measure of the labour embodied in a 
commodity 
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The idea of the le?el around which market 
prices fluctuate IS explained by an interesting simile 
by Lapidus and Ostravityanov When clasS'Work 
IS about to begin, a bell is rung Boys enter the 
class room, some a little before and others a little 
after the ringing of the bell “The bell is the point 
of eqmlibnum by which the arrival of the pupils is 
regulated”** Normal price, determined by the 
expenditure of labour, is the point of eqoihbnnra by 
which market pnces are regulated 

The conception of normal price’ has its value 
for academic purposes It explains what tends to 
happen m the long run But it must be remembered 
that in the actual economic world, at any given time, 
we are concerned with actual supply and demand, 
ind actual prices, wages and prdts Further, we 
ln<e ra a world of constant change, i c , in which the 
relation of supply to demand is ever varying, causing 
fluctuations m prices 


A mcory of exploitation is needed which 
will taLe account ot actual conditions, a theory 
on mythical ‘values* which do not exist, 
flrhtch may or may not tend to be realised mtbe 
mythical bog nm, is of hide practical use 

U us now return to the rate of profit m India 
fflier fM ttads It ^as not high m ,p,te of 
fl>e mandate norkmg conditions in Indian milk and 

" 0 «'‘« »/«<'«»( c™™,, „ IM? 4 jK.a 
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much use of variable capital in the Marxian sense 
If it had been high, India would have become a 
great manufacturing country long before the Great 
War, and we should not have suffered as we did 
from the shortage of all kinds of manuactured goods 
during the War 

Wages were low then, and they are low now 
An enquiry conducted by the Bombay Labour 
Office m 1921 22 showed that the quantity of food 
consumed by the industrial workers m Bombay was 
insufficient They consumed the maximum of 
cereals allowed by the Famine Code, but less than 
the diet prescribed m the Bombay Jail Manual 
Wages paid for 18 hours work about 60 years ago 
were 4 annas daily Why did workers accept such 
low wages ? Why did workers in 1921 22 work for 
wages below the subsistence level ? For it will be 
admitted that consumption which falls below the 
diet prescribed in Jail Manuals is consumption below 
the subsistence level The answer to these questions 
was given by Mr Wadia in his evidence before the 
Bombay Factory Commission of 1885— the women 
came from Satara and Khandesh where there was 
nothing for them to do Most factory workers in 
India are drawn from villages Sixty years ago they 
left their houses to seek employment in factories, 
as they do now, because some wages, however low, 
are better than no wages at all* 

In the example given by Marx to explain the 
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production of surplus value he assumes that the 
ralueotlabour for one day, when the labonrpo\vsrTOS 
solid, nas 3s and that 6 hours’ labour^ere incorporat- 
ed lu that sum The worker’sdaily subsistence consti- 
tutes the standard for his daily wages “ Tins is the 

\alue' of bis labour power This is the cost of 
production, or normal price of labour-power 

That IS how wages may be determined if the 
“unseen hand" of the classical economists (in winch 
Slrachey seems to have faith) determined them 
Indian experience, however, shows that for long 
periods the rate of wages may be below the subsis 
tence level 

How IS that possible ^ Our answer is that it is a 
question of fact, not of theory From 1885, when Mr 
Wadia gave his remarkable evidence before the Indian 
Factory Commission, to 1921 22, when the investiga- 
tions of the Bombay Labour Office established the fact 
thit the food consumed by the industrial workers in 
Bombay was Jess than the diet prescribed m the 
Bombay Jail Manual, is a period of 36 years At 
no time during this period did factory workers get 
wages corresponding to their ‘value’ Conditions 
before 1885 were probably not much better, they 
may ba\e been much worse 

The low wages of factory workers are explained, 
not b> the greed of factory owners, but conditions 

« Capitetl^ol I. p 184 {Cole] 
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relating to the supply of labour Wages would be 
higher if the classes from which factory labour is 
drawn earned more than the factory worher The 
factory labourer is much better off than the average 
peasant, which e\plams why factory work attracts 
labour from the villages even when it is paid at rates 
below the subsistence level 

Excessive supply of labour reduces the marginal 
utility of labour, as excessive supply of oranges 
reduces the marginal utility of oranges Supply being 
given, marginal utility determines price, whether of 
oranges, labour, or land or anything else that is bought 
and sold 

It would be a humane law which guaranteed his 
subsistence to the human worker The laws which 
determine wages are not humane Like natural laws 
which produce earthquakes and bring epidemics, the 
law of marginal utility is absolutely indiHerent to 
human weal and woe 

Indian experience also shows adaptation on the 
part of the worker to wages or earnings which are 
below the starvation level The reasons for this 
adaptation may be biological If wages or earnings 
are insufficient, it does not follow that forces imme 
diately begin to work which will raise them to the 
level of a comfortable standard of living Supply 
may be permanently m excess of demand generation 
after generation, as has been our experience during 
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the past 50 years or more If the worker cannot get 
iVkO square meals, he contents himself with one, or 
c\ea half a meal a day There is, of course, heavy 
mortalitj in epidemics, but at is not heavy enough to 
raise a ages to the subsistence level 

Where A^'ages are low, and much \anable capital 
IS used in production, as is the case m India, will the 
rate of profit be necessarily high ? The answer is 
‘ No * The rate of profit depends on the pnces at 
which goods are actually sold, not on the Value' m 
terms of human labour which they incorporate 

Under free trade imports of cotton piece goods, 
which exceeded home production in the proportion of 
+ I, determined the price at which Indian mills sold 
their products This price had nothing whateaer to 
do with the proportion of constant to miable capital 
m Indian mills, or the rate of exploitation of Indian 
labour The price simply represented the marginal 
utility of cotton goods under given conditions of 
supply and demand 

Is political economy deprived of every rational 

basis when u IS found, that, with the same or higher 
degree of exploitation of labour, a capital of a lower 
organic composition mav show an insecure, lowerr ate 
of profit in a country as compared uith capital of a 
higher organic composition m another country ^ No 
Bat it IS demonstrated that value arises from a source 
other than labour, which is utility 
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NOTE I 

The following extract from the evidence of 
Mr Wadia, a mill owner, before the Bombay Factory 
Commission of 1885| is enlightening 

** In ordinary seasons, that is, when work is not 
very pressing, the engine starts between 4 and 5 A M 
and stops at 7, 8, or 9 P M , without any stoppage 
during the day The hands work continuously all 
these hours, and are relieved by one another for meals 
In busy seasons, that is, in March and April, the 
gins and presses sometimes work both night and day, 
with half an hour's rest m the evening The same 
set continue working day and night for about eight 
days When the hands have been working day and 
night for eight days, and it is impossible to go on 
longer, other sets of hands are procured from Bombay 
if they can be found In this case the work is 
distributed between the old and new sets of workers, 
half working all night and half working all day 
More women are employed m gins than in presses 
Both the men and the women come to the factories 
at 3 A M , as they have no idea of the time and they 
wish to make sure that they are at the factory by 
the time it opens, t e , 4 A M I have 40 gins in one 
of my factories at Pachora, and I have only 40 
women attending these 40 gins I have only 8 spare 
women I never allow these women off the gins 
I am not alone m this respect , it is the general 
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s^sUtq There is qo change of hands except at meal 
times The hands that work from 4 am till 10 p ^r 
aie paid from three fo four annas per day All 
factories pay at this rate , sometimes we pay our 
hands 6 pies as a bonus There is no nork in the 
district m which these poor women can get employ- 
ment These women come from Satara and Khandesh, 
and are of Maratha class We work these long 
hours from 15th November till the 31st of May, 
hut only about 10 days in each month Sometimes 
we work day and mght for two months, but in this 
case v,e employ two sets of labourers We employ 
no children, When the wages are so low for the 
adult there is no advantage in employing children 
I certainly 'Should recommend that legislation should 
be extended to these factories I am personally 
largely interested m this matter being a proprietor, 
secretary, and treasurer I should like to ha\o these 
gifldiflg factories worked only 12 hours a day 

"When tve see that the hands are absolutely tired 
out we are obliged to get others from Bombay The 
hands who work these long hours do frequently die 
Women are employed on this business ” 

NOTE II 

Marx m Das Kapttal, Vol III, Part I, says 

When capital goes to a foreign country, this 
happens not because there is absolutely no means of 
employing it m the home country This happens 
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because it can be invested abroad at a higher rate of 
profit" (p 238) 

India attracted British capital even in hlarVs 
time, though the capital invested in Indian railways 
required Government guarantee of interest 

As regards manufacturing industries, the capital 
invested in jute mills in 1879-80 was Rs 128 lakhs 
and ;^’1,392,350 (Rs 167 lakhs) and in cotton mills 
Rs 563 lakhs and ;^80,000 (about 10 lakhs) In the 
case of jute mills sterling capital (British) exceeded 
rupee capital (which may be supposed to be wholly 
or predominantly Indian) But sterling capital in the 
case of cotton mills was less than 2 per cent of the 
rupee capital One may assume that jute mills 
attracted British c'lpital because they were yielding a 
Higher rate of profit than the capital employed in 
Britain — jute ^vas India’s monopoly then, and the 
products of jute mills had a secure market But it is 
e\ident that British capital avoided Indian cotton 
mills for the same reasons for \\hich Indian capital 
avoided Indian manufacturing industries generally — 
on account of the intensity of foreign competition 
(wholly British then), the rate of profit was low 
This reinforces our conclusion that the lower organic 
composition of our capital did not produce a rate of 
profit higher than the British 

There is another incidental reference to the sub 
jcct by Marx in the same volume (p 219) He says 
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** On the other hand, so far as capital invested in 
colonies etc is concerned, it can yield higher rates of 
profit, becaase, on account of a lower degree of 
development, rates of profit are higher there, which is 
also true of exploitation of labour, with the employ 
ment of slaves, cooties etc ’* Again it is implied that 
where the degree of exploitation of labour is higher 
and the orgHtiic composition of capital lower, the rate 
of profit IS higher 

WQien high colonial profits return to the home 
countr>, what is their effect on the general rate of 
profit there ? Is the general rate raised by the addition 
of the higher rate of colonial profits, or are colonial 
profits brought down to the level of the general rate of 
home profits’ Ricardo held the latter \iew, but Marx 
agreed with those who mamtamed that the equality of 
profits would be brought about by the general rise of 
nrofils **So hr as the rate of profit is higher,’* says 
hhrv, '^because it higher in the colonies, favourable 
natural conditions may go hand m hand with low 
prices of goods There is equalization, but not 
equalization at the old level, as Ricardo thought ** 

But thequcstion of equalisation of profits, whether 
at the old general rate, or x higher new rate, as between 
Lancashire and Bombay, does not arise because 
we are concerned with different national capitals, and 
not one and the same capital in\ested at home and 
aoroad 
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PEASANT PROPRIETOR, MONEY-LENDER 
AND GOVERNMENT 

I have tried to show m the preceding chapter 
that the Marxian theory of exploitation is based on 
wrong assumptions, and that it does not explain the 
facts But, to please the Marxist, we may assume in 
this chapter that there is no ‘ Great Contradiction * in 
Marx’s account of surplus value, or if such contradic- 
tion exists, Marx’s solution of it is, as claimed by 
Strachey, ‘complete* and ‘ watertight * 

WHAT IS the significance of the Marxian theory 
of exploitation, regarded as sound, for India ? 

Practically nothing 

It should not be forgotten that Marx*s system is 
throughout concerned with the economics of a highly 
dei eloped industrial country, where the worker has 
lost control over the instruments of production, and 
consequently works for a master The worker thus 
ceases to be a self employer The capitalist employer, 
owing to his monopolistic control over instruments of 
production, is able to exploit the worker The worker 
does not receive the full value of the product of his 
labour Something — the amount may be large or 
small, IS kept back by the employer This is the 
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origin of profits, or Marx’s conception of profits as 
unpaid labour 

Our economy, however, js fundamentally differ- 
ent from that of an mdustnal country hke England* 
India 15 an agricultural country Of the total im- 
ports into India m 1935 36, valued at 134 4 crores, 
71 7 per cent or 94 4 crores was the value of goods 
wholly or mainly manufactured (Class III of the 
trade returns) , of the total exports of Indian merchan- 
dise in the same year valued at 160 5 crores, exports 
of goods wholly or mainly manufactured represented 
42 2 crores, or 26 3 per cent of the total ()ute 23i: 
crores, hides and skms tanned or dressed and leather 
$i crores) Indian manufacturing industries have 
made considerable progress durmg the past 35 years, 
but the fundamental characteristics of Indian economy 
ha\e remained unchanged India largely exports 
foodstuffs and raw raatemls, and largely imports 
manufactured goods 

According to the census of 1921, the total nnm- 
berof occupied persons aged 10 years and upwards 
in Great Bntam aas 34,979,000 of which 1,307,000 
were engaged m agriculture, and 2,491,000 in the 
manufacture of metals, machines, implements and 
conveyances The total number of persons engaged 
m the textile industry was 1,293,000 {India 1931, 
715,000) 

The total number of persons daily employed 
m Indian factories, (including Indian States) was 
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1,596,417 in 1931 Those engaged in the manufacture 
of metals, machines, implements and conveyances in 
Great Britain e\ceed the total number of our factory 
workers 

Factory workers form less than 1 per cent of 
our total population 

The proportion of those engaged in industries is 
of course higher, but it is small as compared with 
those engaged in agriculture — 

Ear nets and xve>tKtn§ dependents engaged tn AgncuUtne 
and Industry tn 1931 



Agriculture 

lndustr> 


per cent 

per cent 

India 

G71 

10 0 

Assam 

83 S 

75 

Bengal 

CS3 

8S 

Bihar and Onssa 

776 

66 

Bombay 

65 9 

n 9 

Burma 

69 f 

10 7 

C P and Benr 

80 6 

79 

Madras 

ABC 

88 

Nwrp 

617 

12 6 

Punjab 

60 5 

18 S 

UP 

75 \ 

IV2 


In India as a whole 10 per cent of earners and 
working dependents arc engaged m industries But 
of this 10 per cent, not less than 9 per cent are hand 
workers The proportion for the Punjab sho^\n m 
the table is 18 8 per cent, which is higher than that 
for Bombay But the Punjab is not an industrial 
province Excepting Assam and the North West 
Frontier Province, it has the smallest number of 
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factory emplojees (49,5+9) iR British India But the 
Punjab has more cottage workers 

The meaning of these figures should be plain 
Thetjpical uorker m the industrial countnes of the 
West IS an employee , the typical Indian worker, 
vhetber magnculture or industries, is a self employer, 

V orkiDg on his own account 

The largest single class of agricultural workers 
in the Punjab is that of the peasant propraetor, 19 
lakhs as compared with 6 lakhs of agricultural 
labourers and 11 lakhs of tenants (males alone) The 
peasant proprietor owns his own land. Can we 
applv the Marxian theory of exploitation to him "> 
Who exploits the peasant proprietor Here is a man 
working for no master, but living perilously near the 
margin of starvation, if not actually below it Has 
he any interest whate\cr in the creation of surplus 
value by the hctor> worker ^ 

THE MONn\ -LENDER 

Class war is x pvt of the Marxian system It 
IS a product of unsatisfactory relations between the 
master and his workmen, or of exploitation The 
scope for preaching class wv in a province where 
the mxjontv of cultivators own their own lands is 
limited But u ma> be still argued that the peasant 
P’^opnetor does not enjoy the full value of the pro 
ducts of Ins labour Even when he works on his 
own account, he is dependent on the money-lender 
for the supply of capital Here is capital exploiting 
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labour. Without turning the worker into a wage 
s1a\e, the capitalist may subject him to merciless 
exploitation 

The demand for the total cancellation of agricul- 
tural debts has been put forward by socialists in the 
Punjab and other Provinces The demand is based 
on the doctrine of class war The interests of the 
borrower are in a sense opposed to those of the lender 
The Marxist espouses the cause of the exploited 
party and endeavours to create class consciousness 
by formulating demands which bring the borrower 
into direct conflict with the lender 

Is all interest exploitation, theft, robbery ? 

The money lender, let us suppose, makes a loan 
to the cultivator in money But the money is turned 
into seed, manure, plough-bullocks, tools and imple 
ments While interest is reckoned as a percentage 
on the money lent, it is really the price of capital 
Money is turned into capital when it is used produc 
tively 

Suppose private money tending is completely 
suppressed Will the cultivator be able to dispense 
with capital ? No Never Even in a socialist 
regime he will need to be financed The State will 
lend him machines, and make advances in other forms 
Will the cultivator in a socialist economy enjoy the 
use of capital gratis ’ This is out of the question 
He will always have to pay for the use of capital 
He will never be able to claim the whole product of 
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labour This point is made absolutely clear in The 
ABC of Cofiimumsm * — 

“It IS very often said that m the society of the 
future e^ery one’s right to the full product of his 
labour will be established Every one gets what he 
produces This is incorrect, and could ne\er be 
earned out Why ^ If all secured all of what they had 
produced, it would never be possible to develop, 
extend and improve production A part of the labour 
performed must always be utilized for extending and 
improving production ” 

Payment made for the use of capital, therefore, is 
not theft, robbery or exploitation, except when it is 
excessive 

In this respect the difference between the present 
system and a socialist regime is just this under 
socialism the capital needs of the peasant will be met 
by the State, and interest will accrue to the State, 
while under the present system interest accrues to the 
pri\ate owner of capital, since private ownership of 
capital IS permitted The point is of some importance 
Abolition of pnvate ownership of capital does not 
abolish the payment of interest by tlie cultivator 
(interest always regarded as a price paid for the use 
of capital goods) For if the socialist State made no 
charge for the services of capital, capital would 
gradually be consumed and could not be replaced, 

^ABCtles hommuntsmus, Hamburg, J92t p 61 
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which would restrict production, and make progress 
impossible From the point of view of the peasant 
borrower there is no difference at all, except when the 
money lender charges exorbitant rates of interest 

There was a tune when the cultivator ^vas wholly 
at the mercy of the money-lender and mercilessly 
exploited But such is no longer the case 

In his dealings with the money-lender the peasant 
enjo} s ail the protection that legislation can give him 
In the course of Ins evidence before the Agricultural 
Commission Mr M L Darling said As to (&) die 
*tgricu]tunst cannot now be evicted by a civil court 
without the intervention of the revenue authority , his 
plough cattle, implements and seed cannot be attached, 
if he is sued, interest charges can be examined and, 
if necessary, reduced , and when he dies, his ancestral 
land IS not liable for payment of his debts unless they 
are charged upon it These privileges have almost 
the effect of a cactus hedge round the small holder 
and his holding and make recovery for the sowkar 
extremely difficult ” ^ 

More recently, speaking in the Assembly, 
Mr Darling repeated that “ in the Punjab the 
position of the agriculturist was very strong vts a vts 
the money lender ” This is a statement of fact, and 
this IS as it should be No one can accuse Mr Darling 
of being an agent of capitalists because he is “ one of 

« Vol VIII, pp. 592 3 
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those who bold that legislation imposing restrictions 
on the money lender is not the right way to deal with 
the problem 

Are rates of interest charged by moneylenders 
exorbitant ^ 

We have to consider not the gross return but the 
net return to money-lenders What are the rates of 
interest charged by cooperatne credit societies, and 
are money lenders* net rates of interest substantially 
higher ^ 

Rates of interest charged by cooperative credit 
societies are shown below ^ 


Nof cs cl argcd to cuUtvaion by pnmary sociCUcs per cfl»i 


Ajmer Menrara 
Assam 


Bengal 

Bibar and Orissa 


Burma 

Ccnirad Protioces 

Madras 

Punjab 

UotlGd Provinces 


Generatt^ 9 to 12 

15| or 18}(fieneraUy 12jm thecaseof 
old societies is ihe Assam Valley) 

7i*D m 
I2i to 15| 

91 to :2i 
15 

Geaeral4 12 
9i to 10 
n to 123^ 

IS 


Money lenders’ gross rates are higher than the 
rates charged by codperative societies, but these rates 
are of the nature of insurance against risk Stipulated 
rates of interest are different from realised rates 
ihis IS shown by figures (based on files of decided 
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cases m law courts) quoted m the report of the Indian 
Central Banking Enquiry Committee * 



ShpuHted 

Kealised rate of 


rate of 

interest on asump 


interest 

tion that decreed 



amount w*is 



realised 


Dclht 


;nal No 

Per cent 

Per cent 

1 

18 

97 

2 

24 

78 

3 

6 

3i 

4 

21 

93 

5 

21 

161 

6 

75 

2 

7 

37i 

84 

8 

37^ 

69 

9 

m 

26i 

10 

75 

67 (e\ception'i1 case) 

11 


15 8 

12 

37i 

174 



1 

37i 

Ntl 

2 

37 

IS 7 

3 

15 

121 

4 

15 

112 

5 

15 

7 

6 

21 

18 8 

7 

25 

N:l 

8 

IS? 

93 

9 

15 

79 

10 

12 

1 

11 

15 

Nil 

12 

18 

53 

13 

75 

93 

14 

100 

13 7 

15 

ISO 

12 1 

16 

24 

123 


* I Rcpofi oj the Cciittal Batihn^ Lngutry Commtttcct 

p 82 
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SUpttUtca TStie Re^U*^J nie of Int on 
a( mtctcat <iu*npuon tlrlUecrt cl ftraot tii 
wp** ti iln J 


^?or'rt-lUs< rrOTiiitr Dro» ii c' 


nl No 

Pet cent 

Pi" cerl 

Z 

il (rooghlj) 

7 

2 

to 

Nil 

3 

2 b 

7 b 

f 

37S 

109 

5 

lE 

119 

G 

30 

19 7 

7 

24 

103 

S 

15 

53 

9 

70 (TOUphU) 

79 

10 

SO 

IS 

11 

18 

H 

U 

33 

u 

13 

37: 

8 ^ 

14 

JG (ron^Wy) 



Rcicrcnce m'li also be m'lde to the rosalts of 
enqumts mide in cernm provinces The Bihar 
Report stnlw \n vcra^c profit of 10 per cent i«i 
probibls ^bout nqht, tbc smaller nieti gettmfras much 
as 12 percent, ,»hilethe \cr\ substantial {yet only 9 
per cent on their capital ” ^ 

The Income Ta^ Officer, Ajmer, emphatically said 
that “ the full amount due is nevcj recovered ” by 
the moneylender The Registrar of Cooperative 
Societies, Ajmer, was of the opinion that the money- 
lenders received a “ net return of 6 per cent or one 
third the rate of interest they charge," due allowance 
being made for the risks involved, and management 
and other c\penscs® 

Repor* p 3G 

* /?r^or{ for Centrally Admimstcicd dwaj, p I 05 » 
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The Income Tax Officer, Peshawar, estimated 
the net return of the village money lender at 12 per 
cent Mufti Abdul Latif, Munsilf in the city of 
Peshawar, stated "The village money lender m the 
plamt claims rates of interest varying between 12 and 
36 per cent but the courts seldom award him more 
than 18 per cent This is not a net return on his 
capital Taking the cost of all the proceedings 
necessary for realising money, I am of opinion that 
his net return would come to about 12 per cent. The 
bigger money lenders* rates are generally lower, and 
the return they get is, I believe, between 9 and 12 
per cent **’ 

The Punjab Provincial Banking Enquiry Com 
raittee estimated the net rate of interest at 12 13 per 
cent, taking into consideration both secured and un 
secured debts " We may say that with the more con 
fidence**, wrote the Committee, " since the return for 
the 5,998 money-lenders taxed in 1928 29 gives a 
net return of 13 percent *’® 

The money lenders* net return of 12 13 per cent 
does not seem excessive when the rates of interest 
charged by cooperative credit societies range from 
to 18^i per cent in different provinces, which may 
yield an average equal to the money-lenders’ net 
return If the money lender exploits the cultivator, 
so do cooperative credit societies And he will con 

" Report for Centrally Admtmslcrcd Areas, pp 11012 
* RePoti Pnnjai/t p 137 
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tmue to be so e\ploited by cooperative credit institu- 
tions , m socialist raj the rate of interest that he will 
have to pay m the beginning may well be higher than 
at present, owing to the necessity of building up 
capital resources But this is no exploitation at all 


The labour theory is of no help in understanding 
the rural rate of interest, but it is explained by actual 
economic conditions Apart from land, which the non 
agriculturist money lender cannot grab in the Punjab, 
the other assets which the great majority of cultiva- 
tors are able to offer as security for a loan are of Utile 
value In many parts of India the money lender is 
the sole source of credit for the cultivator, and very 
often the money lender himsdf suffers from shortness 
of capital There is a scarcity of capital m rural 
areas, v,hich explains the high marginal utility of 
capital, and the consequent high rate of interest 


The present situation is a dead-lock One re 
cognizes ihat the peasant is unable to repay debts 
The fall of prices has ruined him ‘ The agriculturist 
had all over the country declared a inoratorram him 
self •’ to quote Mr Darling again, ‘‘without waiting 
for legislation which other countnes had adopted " 
The realization of debts is evtremely difficult Decrees 
may be obtained through civil courts, but in many 
cases tlie decrees are worth little or nothing 


Debt conciliation 
and other provinces 


IS being tried m the Punjab 
It is expected that debt conci- 
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liation would on an a% erage reduce debts by 40 per cent 
Has legislation solved the problem of agricultural 
indebtedness ? No But debt cancellation is no 
remedy It will create more difficulties than it will 
sohe 

CO OPERATIVE CREDIT 

Mr Darling “would have despaired of a per* 
manent solution had not the cooperative movement 
shown the way ** The cooperative movement may 
solve the problem m a thousand years « at present it 
IS aomg very little to reduce indebtedness 

The money lender is indispensable in the villages 
The agriculturist cannot do without loans , he has to 
borrow (if for no other purpose) to pay the land rev 
enue and water rates But a very small proportion 
of agriculturists borrow from cooperative credit 
societies This is shown by the following tabic 
complied by the Indian Agricultural Commission — 


Proportion ot members of agricultural credit 
societies to families lo rural arens 



Per cent 

Ajmer Merwara 

15 0 

Assam 

20 

Bcngi! 

38 

Bihar A Orissa 

31 

Bombay 

87 

Burma 

37 

C P and Berar 

23 

Coorg 

36 2 

Delhi 

U5 

Madras 

79 

N w r p 

02 

Punjab 

10 2 

U P 

18 
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In the major ProMDces not more than 5 per cent 
of the agriculturists on an average borrow from co 
operative credit societies The proportion is highest 
m the Punjab, but e\en m the Pnn)ab at the present 
time, probably 85 per cent of the agriculturists do 
not receive loans from cooperative credit socielies, 
and some, if not many, of those who do, also borrow 
from the vmha^mi 

This is a fact of fundamental importance It must 
not be lost sight of vvhen we discuss debt cancellation, 
onmtnteawar against the moneylender} or deb 
beri’itely set out to create class consciousnrss among 
borrovers Sentimental socialist demands will not 
bring socialist in;, just as seutimcntal advocacy of 
gttr, cfmrfeha and hhaMar is no means of rccon- 
sttuclmg India, politicallv or economically The 
force of sentimental appeals is soon e\hausted, and 
then follov s a period of disillusionment and violent 
reaction Political India is just now passing through 
such a period, follovung on the unsuccessful termina- 
Uon of the spiritual war that India waged for indepen- 
dence 

If debts are cancelled, money lending would be 
destroyed Who is to take the place of the money 
lender ? 

The socialist cannot say ** I do not care ” The 
peasant has to obtain credit somehow If the most 
important existing credit agency is to be destroyed, 
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some other agency to replace it must be simultane 
ously created — m the interest of the peasant 

The plain fact is that the cooperative movement 
m India is a failure Some time ago it was thought 
that the development of cooperative credit would, 
m a few years, make the money-lender superfluous 
These hopes have not been realised, and it is impossi- 
ble to look forward to any extension of coSperative 
credit during the next five or ten years which may 
enable us to dispense with the money lender 

In these circumstances the campaign to destroy 
money lending root and branch is a senseless campaign. 
It IS not meant that the money lender should be 
permitted to exploit the peasant No All reason- 
able safeguards should be provided to insure honest 
dealing between the borrower and the lender But 
no action should be taken which may have the effect 
of drying up the channels of credit 

We cannot wait for relief from indebtedness until 
socialist raj comes We cannot cancel all debts 
without destroying the principal source from which 
the cultivator obtains credit What are the correct 
demands to formulate regarding indebtedness ? 

There is no country in the world where peasants 
do not borrow And there is no country in the 
world where peasants have not suffered serious injury 
on account of the fall of prices, though we have 
undoubtedly suffered more than other countries 
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Almost everywlieco the St?te has come to the 
rescue of the peasant, assisting him with loans and 
talking upon itself some part of the burden of bis 
debts It IS estimated that the income of American 
farmers {U S^A) fell from 11,000,000,000 dollars 
in 1929 to 5,000,000,000 dollars in 1932 Their 
total debts to banks in 1929 were estimated at 
12,224,000,000 dollars (3400 crore rupees), on which 
the annual interest charge of over 600,000,000 dollars 
{165 crore ropees) had to be paid **To pa> this sum 
out of a total income of 11,000,000,000 dollars was 
possible, to pay it out of 5,000,000,000 dollars was 
out of the question without starvation 

The American Government did not let the 
peasant starve and it did not cancel debts A Farm 
Credit Association was formed m March 1933, and 
It was through this Administration and the agencies 
created by the Farm Credit Act that farm credits 
spread out until they reached the smallest farmer 
The Farm Loan Act was amended to make it possible 
for the Federal Land Banks to issue farm loan bonds 
up to an negate amount of 2,000,000,000 dollars 
for the purpose of making new loans, or for purchas 
mg mortgages, or exchanging bonds for mortgages 
Interest at 4 per cent per annum was guaranteed by 
the Government Where no National Farm Loan 
Association existed provision was made for direct 

* The RooscveU Ulustott by Burns and Roy. (Martin 
Uwrence), 1934. p 19 ^ vmariin 

59 



INDIAN SOCIALISM 


loans to farmers under the authority of the Farm 
Loan Commissioner The Farm Loan Commissioner 
was given a considerable sum through the Rccon 
struction Finance Corporation for direct loans to 
farmers for particular objects Another big sum was 
made available to help agricultural districts to re 
finance or reduce their indebtedness on sound improve 
ment projects etc *** 

Between 1931 and 1934 the Union of South Africa 
spent no less than £ 33,000,000 (44 crores of rupees) 
on relief for 100,000 farmers, including direct loans 
to farmers and cancellation of debts owed by them to 
cooperative credit societies “ 

Other examples of State relief to farmers in the 
depression could be easily given 

DEMAND FOR STATE RELIEF 

Is there any reason why farmers and money- 
lenders should not combine in the Punjab to make a 
joint demand for State relief 7 Is there any reason 
why the whole cost of debt relief should be thrown on 
the money lender ? 

There is abundant justification for State indebted 
ness relief in the Punjab, for Government dues are a 
direct and important cause of debt I emphasized 
this aspect of the question when indebtedness Icgisla 

The Putmc Cof»es by Beard & Smith, 1933 (Macmilho, 
New York) p S9ctseq 

WcUwirischafUtchcs Afchwt Kiel Nov 1935, PP 
m 05 
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lion unto discussion ** The moucs -tender is 
nicked” Tsaid, ‘*Bul perhaps the Go'cri'mciU \t 
alUtle more uickcd \jrncu\turc m the Piin^ih 
deserves relief from indebtedness \t the same titne 
it descries relief from the 110 * 1 % > cMclions of the 
GQ\ertiment When the question of mdebtedn ss 
IS discussed, the .\holc s>atcm of hnd matioii *nu5t 
be rc c' amiaed'* [Trbufjc, hh) 11, 1930 

That uas an important point, but nobody took 
the slightest nonce of it The sponsors of the 
legibhtion were playing an astute game it ir ^afer 
to hold the money lender responsible for all ine ills 


ofthe culti\aior than the GQ\Gran»'nt Oie may 
heartily curbc the moncs lender, bat cursing the 
Coxermnent is not unattended vuh Ti'ik--oneS 
chances of becoming a Minister or hoMug olncr 
lucratuc lobs are 3 copardi 2 :ed \s for the llmdu 
moneylender and his friends m the Punjib Council, 
the only aspect of the question % hich interested them 
was the communal aspect Dominated as they v holly 
were by communal passion, and possessing ''btney did 
Uule or no political foresight, ihej fell into the trap 

svbich had been kid for them 


Socialists are not communahsis, therefore, they 
may regard the question of debt relief as a purely 
economic question Socialists are not title hunters 
»id loh seekers, therefore, it is a matter of mdiiTerenai 
to them ^^hetw tor soluhon of the prob’em ptee? 
or fads to please the Government 
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To sum up (l) Reform of the whole sjstem of 
laud ta\attoa is the Rest step towards the solution of 
the problem Cancel all debts, but leave Government 
dues unchanged m a few years debts would pile up 
again (2) Demand for State relief of indebtedness 
IS a just demand (a) it is fair both to the peasant 
and the money lender, (6) it removes the causes of 
tension between the borrower and the lender, (c) it 
will mobilise credit, which is a point of the greatest 
importance, considenng that the peasant must have 
credit and that the money lender is the principal 
source from ^vhich he gets it, and (rf) Government 
must bear a part of the cost of debt relief, since 
Government dues are an important cause of debt 

GOVERNMENT DUES AND DEBT 

The connection Between land revenue and debt 
is shown by the following ‘touching story’ published 
by the Ctvtl and Mtltfaty Gazette of Lahore The 
story formed part of a statement, obviously originating 
from an official source, m which satisfaction was 
expressed at the regular payment of the land revenue 
in 1936 

“A touching story of the sense of honour felt by 
the Punjab peasant comes from the interior where a 
person owed the Government Rs 7 Though he 
really was unable to pay and could not borrow from 
the local sahuLat, he insisted on honouring the debt 
by parting with a small ornament which his child 
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was wearing at the time the demand was made by 
Government revenue officials 

This story is supposed to pay a compliment 
to the sense of honour felt by the revenue^payer m 
the Punjab It is not enough that Government land 
revenue policy depnves women and children of 
their ornaments Government must have their little 
joke as well at the expense of their helpless victim^ 

What would happen to a peasant who vras found 
lacking m his due sense of honour ? He would be 
marched off to the thanaj where his slumbering sense 
of honour would be very quickly awakened by 
police officials The number of processes issued 
against defaulters tell their own tale 26,754 proces- 
ses Were issued m 1933 34 These processes were for 
arrests (15,295), for attachment of moveable property 
(9,089), for sale of moveable property (2143), and 
other objects 

Co operative credit societies regularly lend money 
every year for the payment of land revenue In the 
year 1932 33 the loans given by co operative credit 
soaeties for the payment of land revenue exceeded 
one third of the total loans made by the societies for 
ml purposes m Lyallpur, Multan and Montgomery** 
t would seem that one of the principal objects of 
w operative credit societies is to help Government m 
the realisation of land revenue 


la Lahore Sept 6, aS36 

VI of Coo/miiivB 

Societies tn the Punjab, 1932-33, p 30 
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1929 30 to 1933 34 the average remission of hud 
revenue, taking all distncts together, was 6 per cent” 
These figures illustrate the helpless condition of 
the peasant proprietor, and the ngidity of the ta\- 
system There is scarcely any recognition of the 
ruinous effect of the agricultural revolution on Indian 
peasants It would seem as if India has suffered no 
injury at all as the result of over production, heavy re 
ductionm agricultural costs in Western countries which 
has enormously increased theircompctitive power, alte- 
ration m the terms of foreign trade to our disadvantage, 
the nse of national economies, and the contraction of 
world trade, including the heavy fall in our own 
evports of agricultural produce The Indian peasant 
IS indeed wonderful One may justly compliment 
him on his remarkable recuperative power, and the 
seubfi of honour which compels him to pay Govern 
ment dues, not out of his income, which has disap 
peated, but by selling the ornaments of his \/ifc and 
children 


Our agncuUural costs are inelastic, chiefly on 
account of the inelasticity of Government dues That 
Government dues form a heavy Uem of agricultural 
costs may be shown by an example borrowed from 
the Pw;ya6 Farm Accoimis 


The Punjab Laud 
remissions b> Distncts 


Revenue Report lot 1933 34 
Tible rV 


gives 
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Parni of 27 Act L} a!tf>ur Dtsfi fcf Fat ntcd ort 
BafJt Culfivation 



Total » 
cvpcndilurc 

Land Re\c- 
mic ind 
Water 
K'ltcs 

Proportion of 
Government 
dues to total 
expenditure 
Per Cent 


Rs 

Rs 


1926 27 

926 

430 

16 

1927 28 

915 

372 

41 

1928 29 

927 

417 

15 

1929-30 

971 

415 

13 

1030 31 

812 

337 

40 

1931-32 

709 

326 

16 

1932-33 

55b 

283 

51 

1933 34 

573 

275 

48 

The 

a\erage for all 8 years is 45 

per cent , the 


average for the last 3 years is 48 per cent 

Such heavy taxation of agriculture is unkno'ivn 
m any civilized country The water rates m the 
Punjab are frankly levied as a tax — that is, they 
produce annually o\er 2 crores of revenue for general 
purposes after meeting the cost of the Irrigation 
Department 

THE NEW SYSTEM OP ASSESSMENT 
New principles of assessment have been intro 
duced in the Punjab, which will be copied in other 
Provinces These principles arc described as a 
revolutionary change in the land revenue system of the 
Punjab In the course of a press inter\icw the 
■Revenue Member of the Punjab Government said 
” Never since the advent of the British, or for the 
matter of that under any rule, has such a big con 
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cession been granted to zemindars in the Punjab *’ 

We learn that the credit for the new system 
* wholly belongs lo His Excellency the Governor 
of the Punjab, who worked out all the details The 
Finance Member deserves credit for acquiescing m 
the new policy which means the giving up of a 
substantial amount of revenue in order to ameliorate 
the condition of the zemindars 

Let us consider how the new policy will *amelio 
rate* the condition of zemindars 
The land revenue is supposed to be 25 per cent 
of *khali$ tmtnafa^ (I prefer the Urdu term as it 
IS more expressive than net assets*) It must not 
exceed 25 per cent of khahs mttna/a^ under the new 
system, unless the law is changed 

Remissions of land revenue will be granted 
according to the difference between commutation* 
pnces, given in a schedule, and current prices This 
>s the essence of the new policy To quote from the 
Government coinimmigne on the subject “ However 
great the difference may be, Government will give a 
corresponding remission While Government will 
be bound not to exceed the maximum rates as fixed 
they will give the revenue payer the full benefit of 
the fall in prices, however great that may be " 

It IS assumed that when remissions are granted 
proportionately to the fall m prices, the land revenue 
realised will he the same 25 per cent of ‘kM,s 

C 5 JI Gazette Lahore Feb 1, 1933 
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viunafcC as before But this is mathematical 
impossible It will be more correct to say that the 
land revenue under the new system will be about 100 
per cent of 'Uicths inunafa * , it may even exceed 
‘khahs inunafa^ 

Let us suppose that the gross income of a farm 
IS Rs 100, and costs of cultivation, including w^ages 
for the labour expended by the peasant and his family 
on the land, but not including the land revenue, arc 
Rs 70, so that the *Uialts umna/a' of the farm is 
Rb 30 The figure of costs is moderate Actually 
costs of cultivation may absorb, in great many cases, 
75 per cent of gross income, or even more 

Out of a *khahs muuafa* of Rs 30, Government 
IS entitled to take Rs 7 8 as land revenue, or 25 
per cent 

Now suppose prices fall 40 per cent, so that the 
gross income of the farm is reduced to Rs 60 If 
costs of production fall m the same proportion as 
prices (40 per cent), or to Rs 42, *Uialis mwxafa * 
would amount to Rs IS A remission of land revenue 
of 40 per cent would reduce Government's share of 
*khalis munja ' to Rs 4-8 This sum (Rs 4 8) is 25 
per cent of the munafa' of Rs 18, as Rs 7 8 

was 25 per cent of Rs 30 

But even in this exceptional case (exceptional 
because prices and costs are assumed to fall to the 
same extent) the burden imposed on the zemindar is 
heavier than before It may be easy to pay a fax of 
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25 per cent \\hen *hhahs inunafa' amounts to Rs 30, 
The same tax becomes more burdensome when it has 
to be paid out of a smaller net income 

But ba\e absolutely no ground to assume that 
^^heupncesfall magi\en proportion costs of cuUi* 
\atiotL fall m the same proportion Present prices are 
about half of pnces m 1927-28 How much have 
costs fallen ^ 


I put this question to zemindars in open meeting 
at Kirari A. peasant said Kharch Pure le pure ** 
Costs of cultivation have fallen but probably less 
than 20 per cent A main item of cost is the charge 
for canal water The reduction m this charge does 
not exceed 12 15 per cent 

For the sale of argument let us assume that 
when prices fall 40 per cent costs of cultivation de 
crease by 20 72 pet cent 

AfaUof40 per cent m prices will reduce the 
gross income of the farm m out illustration from Rs 
100 to Rs 60, and a fall of 20 72 per cent m costs of 
cultivation will reduce costs from Rs 70 to Rs 55 8 
lOtahs mtmafa' which was Rs, 30 before the fall 
of prices, IS reduced to Rs 4*8 

It IS rapottant to note that the fall m 

IS 85 percent as compared with the 40 per 
cent fall in puces 


,« Jn i Government (allow 

mg for 40 per cent remission ) will be Rs 4-8, or it 
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Will be equal to *khalts inunafa^ (100 per cent of ‘net 
assets’) 

With the help of simple formulae we maj easily 
calculate the percentage decrease m 'ihahs muiiafa' 
and the proportion of the land revenue to 'HialtB 
mumfa' when costs fall to a smaller extent than 
prices The statement given below reveals the real 
nature of the remissions m the new system* 

Itis assumed that pi ices have fallen 4^ pci ceni 
and that the land revenue demand has been reduced 
tn a like piopoitton 

percentage decrease Percentage Proportion oE 
in costs of decrease in L R to Khalis 

cultnation Utalts tt ttnafa ' tmfnafa* 


40 00 
25 00 
20 72 
IS 57 


40 

25 

75 

60 

85 

100 

90 

150 


Let ns take the last case Suppose while prices fall 
40 per cent, costs decrease 18 57 per cent (which is 
approximately the present position) Gross income 
falls from Rs 100 to Rs 60, costs from Rs 70 to Rs 
57, and 'khalts viuuafa' from Rs 30 to Rs 3 If 
the remission of the land revenue is 40 per cent (accor 
ding to the fall m prices), the land re\enuc realised will 
be Rs 4 8, which is 150 per cent of *Uialts m ttnafa * 
Sometime ago a resolution was moved in the 
Punjab Council asking for the appointment of a 
committee to investigate, among other things, the 
behaxiour of agricultural costs in the Punjab when 
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pncesare varying The comxmttee has not been 
appomtedi and will never be appointed \7ith the terms 
of reference suggested by the mo\er, Mian Nur Ullah 
In regard to variation \n costs, only one conclusion is 
possible— that when prices fall, costs of cultivation fall 
m a much lower proportion than costs This one fact 
IS sufficient to condemn the new system of assessment 
as a fraud 

When both the gross value of the produce (G) and 
costs (C) are varying, but the rate of change is nn 
equal (that is, the percentage fall m costs is less than 
that m gross income, or c is less than g), and it 
IS given that the land revenue (L) is one quarter of 
net assets, the percentage reduction in land reienue 
which would give Government its 25 per cent share of 
net assets (X) may be found with the help of the 
formula given below 


X« 100- ^OOQ"Qg"100C+Cc 
4JC, 


For e\atnple, if the percentage change in G and C 
IS equal, or g and c are both 40, 40 per cent remission 
^illgiiethe Government 25 per cent of net assets. 
If. on the other hand, g=40, ando=25, the remission 
must be 75 per cent so that the land revenue demand 
does not exceed 25 per cent of net assets 


Ptopnelor-s miserable 
P ight, the inelasticity of agricultural costs, the rigidi- 

ty of land revenue collections, the inadequate nature 

of the remissions granted, and the palpable dishonesty 
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of tlic new principles of assessment to do with 
“ Indian socialism ’* ? I claim that they indicate the 
lines on which socialists in the Punjab, at any rate, 
should \vork The chief problem here is not the 
exploitation of the peasant proprietor by the money- 
lender That is at an end Further, the money 
lender enjoys little political power Pie docs not 
govern the country Socialist fury directed against 
the money lender is senseless But the organisation 
of peasants to secure the recognition of their just 
demands m regard to the land revenue and water- 
rates IS of the greatest importance These demands 
are 

(1) That the land revenue system be abolished, 
and agricultural incomes subjected to a graduated 
income-tax, with an exemption Limit 

(2) That water-rates be reduced, so that they 
cease to be levied as a tax 
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CLASS STRUGGLE versus STRUGGLE FOR EXISTENCE 


I HAVE said above that a dependent country 
struggling to become free has very little use for class 
war The subject may be examined further The 
theory of class war is the product of dialectical 
materialism, which forms an integral part of the 
Marxian system of thought What is dialectical 
matenaUsm ? 

Ponderous treatises have been written on dialec- 
tical raatenahsm, some of wbicb are the merest trash 
The best and the most authoritative exposition of 
i^Iarvian dialectic is found in a short essay entitled 
Dcr dtalektische Maienalismus by F Engels * I 
have relied exclusively on this for the interpretation 
which follows 


Dialectic is a method of reasoning Engels dis- 
tinguished Marxian dialectic on the one hand from 
the method of the natural sciences, and on the other 
from metaphysical reasoning The student of natural 
phenomena analyses nature, duides natural pheno- 
mena and natural objects into distmct classes, investi- 


EMfaicitfrmg deg So^^tffhsmas rot* 
dcr Utoj^te sur Wissettscha/i See F Easels Rarl n 
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jates the anatomic structure of organic bodies etc 
This method has extended the boundaries of human 
iaio\\ ledge, but its defect is that it concentrates 
attention on details of natural objects and natural 
phenomena, ignoring their mutual connection^ smd 
inter rela^^ions — it studieXthem not as things injuo^on 
but as standing still , not as things essentially alter 
able, but as constant , not as things having life, bat 
as dead ^ 

s ' The metaphysical method is as little satisfactory 
For the metaphysician, says Engels, things and con 
ceptiODS are fixed, constant and given objects of 
investigation The metaphysician thinks in terms of 
direct contrasts , he says, ‘ yes *, ‘ yes *, or ‘ no * no * 
For him a thing either exists or it does not exist , a 
thing cannot be itself and at the same time also some 
thing else “Positive and negative exclude each 
Dther , cause and effect likewise stand in rigid contrast 
to eachjether ^ This method of reasoning appeals 
to ns, for e say, * Is not cause different from effect 
and we find it difHcult to conceive of a thing being 
itself and also something else But life is complex, 
not Simple , it is nothing fixed, but alterable and ever 
altenng He who forgets this, fails to see the inter 
relations between mdu idual objects, their appearance 
and disappearance, their condition of rest and mo\c 
ment he does not see the wood for the trees {vor 

’^nfwtcf lung, p 25 
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Iffufcf Dfftwtctt dcji Wold tiicht stchf) If wc cbRng’c 
our Mew pomt and regard individual things and events 
as part of a world whole [WeJt-ganzen)^ tney lose 
their mdependence and individoahty , what we find 
IS inter dependence and interaction every where , 
“ evenjcsytises_and effects ^(tonge_places constantly, 
what IS effect just now or here, in another place and 
later IS transformed into a cause, and vice \ersa”^ 
We may take human history as an example 
Has history any meaning’ None to the historian 
who IS concerned with individual events But history 
acquires a meaning when it is viewed as the outer 
manifestation of the working of an inner principle 
So regarded history immediately becomes “the 
deielopment process of humanity” {dcr Entmckhmgs 
prozess dcr Menschhctt] 

Hegel for the first time viewed the whole natural, 
historical and intellectual worl^as^a process , Engels 
praises him for that But Hegel was an idealist He 
did not treat the ideas that his mind conceived as 
abstract representations of real things and occurrences 
but taught that things and development were the 
realisation of some ‘idea* preexisting before the 
tvorld began Hegel thus turned everything upside 
down (Dmiw/ x^ar allcs auf den Kopf gestcUf *) 
Modem materialism, says Engels, “sees 

Erixicklut S p 26 
‘ p 2S 
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history the development process of humanity, and it 
IS Its task to discover the laws of change^ 

MARXIST INTERPRETATION OF HISTORX 

To the Mar\ist human history is the history of 
class struggles The Communist Manifesto begins 
with this statement The mode of economic produc 
tion m an epoch and the social order necessarily re 
suiting therefrom, form the foundation for the politi 
cal and intellectual history of that epoch It follows 
that the whole of human history (since the abandon 
ment of the common ownership of land m ancient 
times) IS a history of class struggles between the 
evploiter and the evploited, the governing class and 
those governed Will this struggle ever end, and if 
so, how ? “ The struggle has now reached a stage,” 
wrote Engels on 28th June, 1883 (after Mar\’s death) 
in his introduction to a new edition of the Communist 
Manifesto^ “ when the exploited and the oppressed 
classes (the proletariat) cannot free themselves from 
the exploiters and oppressors (the bourgeoisie) without 
freeing the whole society for ever from exploitation, 
oppression and class struggles ” This fundamental 
idea (fynindgcdanlc)^ he added, belongs specially and 
exclusively to l^Iarx 

Qialectical materialism thus interprets human 

^ p 2P 
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history as a history .of class struggles This is the 
leadiag idea of Mar\iau dialectic 

What led to the discovery of this law of human 
societj, class struggles’ 

In the year 1831 there took place at Lyon the 
‘ first workers’ rising It was followed by the first 
i national workers’ movement, which culminated in the 
[ Chartist agitation in England ** These new facts,*' 
sa}S Engels m hts essay on Dialectical MatcnaUsm, 
“compelled a re examination of the whole of history, 
and then it appeared that all (italics Engels’s), except* 
ing only very ancient society, was the history of class 
struggles, that these warring classes of society were 
the outcome of conditions relating to production and 
transport-^in one v;ord, of the economic conditions of 
their epoch , that the economic structure of society 
IS the real foundation on which rests the whole super* 
structure of legal and political institutions, and which 
finally explains the religious, philosophical and other 
conceptions of every histoncal epoch ” ® 

Man. further revealed the secrets of capitalistic 
production-**the creation of surplus value He showed 
that the ippropnation of unpaid labour was the funda- 
mental form of capitalistic mode of production, which 
leads to the exploitation of the labourer “These two 
great discoveries,” says Engels in concluding his 
essaj on Dialectical Rlaicnahsmj “the matenalistic 

p 31 
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conception of history and laying bare of the secrets of 
capitalistic production through surplus value, v^e owe 
to hlar^. With them socialism became a science ** ^ 
Such IS scientific socialism and such are the tuo 
mam pillars on which it rests Wc are not concerned 
here with surplus value But the mterprehtion of 
history as a history of class struggles deser\ es careful 
examination If dialectical materialism stands the 
test of criticism , if we find that class struggles, caused 
by the mode of economic production, really and wholly 
explain the rise and downfall of nations , if no other 
more fundamental principle is found to be at work 
m history — then we must prepare for the mevitible 
And wc may hasten the advent of socialism by gene 
rating class consciousness, fomenting class hatred, and 
proclaiming class war 

STRUGGLE FOR EXISTENCE 
Is the whole of Indian history of pre British da>s 
—I am particularly referring to the successi\e waves 
of conquest which swept over India from across the 
North West — really and wholly explained by class 
struggle, that is, struggle between the different 
economic classes ^ 

I doubt it Even the most fanatical Marvist 
must admit that religion has pla>ed an important role 
jn Indian history Even at the present time the 
pernicious influence of religion is felt m Indian 

’ p 33 
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politics , Indian history 'would take a different course 
tf the differences created by religion could be oblitera 
ted and a united Indian nation came into being No 
Indian nation exists at present (I say tbs with res- 
pectful apologies to Indian leaders who maintain the 
contrary) 

But let us Ignore religion and the history it has 
made and is making Is there no principle at work 
m history except that of class struggles’ ' 

The answer IS ‘Yes' Tbs is the Struggle for 
Existence It is of much wider application than class- 
struggles The struggle for existence and survival of 
the fittest (the word ‘fit' has no moral significance m 
the biological sense) apply to entire creation Every 
thing has evolved, beginning with the pnmseval nebula 
and ending with man 

Evolution has nothing to do with spintuabty IL 
IS a materialistic principle Evolution includes the 
whole universe m its scope, it is the theory of the 
de\elopment process not only of humanity, but of all 
living and non living things It 15 dialectical materia- 
lism cxceUcitce 

We have then matenahstic dialectics, of 
iwx and Darwin They stand opposed to each 
other Which of the two is more worthy of accep- 
tance ’ 

What changes has modern natural science been 
able to introduce m Marx-Engels's conception of ihe 
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world?” asks Hermann Dnnckcr® And his answer 
IS 'practically nothing’ (So gut w;c That 

wmld be the answer of every good Marxist But the 
fact remains that the biological struggle for existence 
has made an end of ‘class-struggles’ as an mterpreta 
tion of history 

The test of e\ cry scientific theory is whether it 
explains the facts Einstein's relativity was only 
accepted when it had been confirmed by observation 
There is no reason why the same test should not be 
applied to Marxian dialectic 

Now there are many facts of history which 
-lie explained by the struggle for existence, but not by 
class struggles Let me give a few examples 

Mussolini has made a bit of history Historv is 
full of similar instances — unprovoked aggression and 
ruthless conquest in the interest of the v ictor 1 he 
Bnti‘;h aie m India for the good of India, but 
Mussolini did not go to Abyssinia primarily to civihso 
the natives Mussolini is no hypocrite Italy wants 
raw materials, markets for the products of her mdiis 
tries, and outlets for her rapidly growing population 
She was shabbily treated by the Allies at the end of 
the Great War, but by the force of her arms she has 
carved out a colonial empire for herself The Italian 
conquest of Abyssinia cannot be interpreted by the 
wildest stretch of imagination as an instance of class 

^ Introduction to CntwtcUttng etc , p 5 
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stru^ls I Jt is one of countless exsinples of the struggle 
for eMStence and survu al of the fittest 

Britain’s relations \iith Italy have ‘ deteriorated ’ 
Bntam is feienshly re-arming, which, however, is not 
directed against anjbody— it is only a gesture of peace 
and goodwill, lihe Mussolini’s * forest of bayonets ’ 
Now there is a conflict of interests between British 
labour and Bntish capital Let us assume that the 
British proletariat, fully accepting the hlarcian 
view of class struggle, organises itself to overthrow 
the bourgeoisie and to establish a class less society in 
Bntam Whatever the outcome of this class war, it 
must weaken Britain For, supposing for the sake of 
argument, Mussolini’s ‘forest of bayonets * was not 
exactly a gesture of peace, but meant what a * forest 
of bayonets’ ordinarily means, Mussolini, who does 
not subscnbe to the doctnne of class war, may not 
choose to wait until the British proletariat had emerged 
triumphant from the civil war Long before the civil 
war was over, the Bntish Empire might disappear 
The Marxist would probably admit that such 
might conceivably be the result of class war in 
Bntam But he will insist that wars are the inevitable 
result of the capitalist system of production Well, 
then, let us assume that the whole world has turned 
socialist, that m every country a class less society 
has been brought into existence, or that the world 
proletariat has freed itself for ever from the exploi- 
tation and oppression of the bourgeoisie by freeing 
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the whole human societj for e\ er from evploihtion, 
oppression and chss struggles 

Will there bean wud of war then ’ 

No Class struggles may disappear, but the 
struggle for existence will remain And the struggle 
for existence is the root cause of war 

The Marxist may have an answer even to that 
He may argue tint when world socialism comes, the 
whole human society \\ill become one great family 
of workers, that we shall all li\e together as brothers, 
that a reconstituted League of Nations will take 
o\er the goiernment of the whole world as a single 
unit, plinnmg world production and distribution and 
equalising wealth and income m all parts of the globe 
Ah this r certainly possible, but human nature must 
first be radically transformed 

Franily, with my limited intelhgcnce, I am 
unable to conceive of a class less world society coming 
into existence in the near future And what is the 
good of a class less world society if it will come only 
sometime before the end of the w^orld ? 

The growth of numbers m different countnes 
can ne\ er be equalised, and unequal rates of growth 
must give rise to the struggle for existence, even if it 
could be temporarily suppressed 

In any case ideals which for all practical 
purposes are unreahsable, have little \alue for India 
m her present dependent political situation 

The struggle for existence is a fact In its 
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satio&al aspect the struggle for eMStence huniau 
history And m the struggle for existence mcmg 
ziatioos, victory helongs to a strong and united nation 
with the wiU to survive, not to a disunited people, whose 
economic classes are engaged m relentless civil 
war That, particularly for a dependent country 
straggling to become free, is the path of eternal 
slavery, destruction and annihilation 


^Vhat was the attitude of Marx and Engels 
towards the straggle for e\istence ^ 

Darwin’s Ongtn of S^ewes appeared in 1859 
On December 19, 1860, Marx thus referred to the 
hook m a letter to Engels 

* ‘Although it is developed m crude English style, 
this IS the book which contains the basis in natural 
history (tmtnrhijforiKhe Grundlagc) for our new " ® 
In a later episde, dated June 18th, 1862, Mar\ is 
more critical 

I am amused by the statement of Darwin, whom 
l am teaaing noa," Maa wrote, “ that he applies 
the Malthusian theory to plwts and animals also* 
whereas the whole point of Mr Malthus lies in the 
fact that he does itof apply his theory to plants and 
animals, but only to mea-with geometrical 
progression— as opposed to plants and animals " ® 

It IS difficult to understand Marx It is not 
possible to quarrel with Danvin because he found 

I BuUiana 
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that the hv, of over production, first stated by 
Malthus m connection with manhmd, which gl^es rise 
to the struggle for existence, “applies with manifold 
force to the whole animal and vegetable kingdoms'' 
Did Marx mean that the law of over-production did 
not hold true of plants and animals ? 

> Engels \ehemently protested against the trans 
ference of theories from organic nature to liistor}» 

5^ In a letter to P Lavrov he said 

“ The whole of Darwin's teaching on the struggle 
for existence is simply the transference from the 
social sphere into the sphere of nature of the teaching 
of Hobbes on bclliwi omntim cottfra omnes (the war 
of all against all) and the bourgeois economic teaching 
on competition together with the Malthusian theory 
of population Having made this piece of )uggler>, 
(the unconditional truth of which I dispute, parti 
cularly so far as the Malthusian theory is concerned) 
they again transfer the same theones from organic 
nature to history, and then declare that they arc 
pro\ed to be true as the eternal laws of human socict>* 
The childish nature of this procedure is all too 
evident , no comment is necessary” {Die Kwdltch 
lait dic&cr Piozcdtir sprtiiQt tn dtc Au^cn t ntctu 
ht audit Icin 17or/ daniehcr zu vaUcten) 

According to Engels there is no struggle for 
existence m human society because man docs not 
merely gather the means of existence but produces 
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tbein That sets man free from the struggle for 
existence'— a truly remarkable idea' Italians may 
ha\e produced all tbeir means of existence uithm 
their own country and spared Abyssinia all the horrors 
qE war and conquest 

Engels might have taken a less pre)udiced Mew 
ot the struggle for existence lE he, like Marx, had not 
been obsessed with the idea of class struggle “ The 
view of past history as merely a senes of class 
struggles suffices,” he wrote, ** to show the conception 
of the same history as a weak vanation of the 
struggle for existence m all its shallowness” {i« thrcr 
ganzen SeickUgkett ctschetnen ztt lassefjf^) 

I Engels viewed the straggle for existence and 
class struggle as ,twp jndep^;^ent principle, with 
two independent soheres of operatton-^lHe one regu- 
i lated organic nature and the other human society 
la his speech on Marx's gra\e (1883) Engels 
said As Darwin discovered the kw of evolution of 
so Marx discovered the law of evolu- 
tion of human society 

According to Darwin, on the other hand, man, as 
an animal and as a pact of organic nature, \s subject 
to the kw of organic evolution, ! e , over production, 
struggle for existence and natural selection Because 
there is o%er production, there is the struggle for 
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I eMStence , because there is this struggle for CMslencc, 
I there IS natural selection One ma> regret the 
tendency of manlvind to increase more rapidly than 
the means of subsistence (broadly conceived as 
material requisites of well-being), “ But,** to follow 
Darwin, “as man suffers from the same physical evils 
as the lower animals, he has no right to expect an 
immunity from the evils consequent on the struggle 
for existence ** The result of natural selection is 
the progress of civilisation The attendant evils of 
the struggle for CMStence and natural selection are 
w'ell-kuown T he whole p rocess.^a the ca‘?ejDf man, 
as in that of lower animals, is unintelhgent and hear! 
lessly cruel It-has^led_toJthc extinction of races 
It explains the long serfdom of Hindus and their 
infinite sufferings in history, equalled, perhaps, by 
those of the Jews alone 

The reader may choose between Darwm and 
Marx To my mmd there is no choice at all It is 
perfectly ridiculous to set up the principle of class 
struggle abo\ e that of the struggle for existence, or to 
claim that man is immune from the struggle for 
existence, or to interpret all history as a history of 
class-struggles 

The Marxist tends to over emphasize class 
antagonisms Engels in criticizing Darwin drew 

** The Decent of published by John Murray 1922, 
p 219 

See The Descent of flVn, chipters V “ind VII 
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attention to “harmony as, well ^ conflict, war as 
TVe il as cooperation^* m nature Both elements are 
found m human society 

In a sense there is a conflict of interests through 
out human society Take a particular country, c g , 
India The mterests of the peasant are opposed to 
those of the money lender The monev lender, let us 
say, e\plQits the peasant, the exploitation being 
facilitated by the existing economic conditions— the 
unvnllmgDess of joint stock banks to finance peasants, 
inability of cooperative societies to meet their 
requirements, the resourcelessuess of the peasant, the 
ngid realisation of heavy Government dues which 


compels the peasant to borrow— there is, in short, a 
great demand for capital, but the supply is inadequate 
Charging exorbitant rates of interest (to cover nsks) is 
m the interest of the money lender , to piy neither 
interest nor principal is what the peasant wants 
Government are chiefly interested m their own 


re%enue , they will not sacrifice their revenue to make 
things easier for the peasant, and thej care less for 
the moneylender Again, under existing economic 
conditions (the number of cultivators has increased 
rapidly, while the area under cultivation is practically 
stationary), the tenant works almost entirely for the 
benefit of the landlord It ism the interest of the 
landlord to take his customary share oib^at^even 
when the year’s cultivation shows net 'lossTor the 
tenant , while the tenant sees no good reason why he 
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should pay any rent at all for a free gift of nature 
Similarly there is a conflict of interests between 
factory workers and factory owners, and other workers 
and their employers The interests of the producer 
are opposed to those of the consumer, of the seller 
to those of the buyer, of neNvspaper editors to those 
of their contributors, of students to those of teachers 
and so on ad infiuxtum There is scope for starting 
not one but a hundred class wars, for there is no 
economic class which has not something or other to 
complain of, which has no grievances, fancied or real 
But what IS the consequence of class war ^ I am 
taking an illustration which is not entirely suitable, 
but It is not without meaning 

a teacher I would like to draw the highest 
salary without doing a stroke of work—that is really 
and truly in my interest Without having to lecture, 
one may devote one’s entire time to quiet study .and 
reflection on the inner meaning of things Students, 
on the other hand, would be glad to receive more 
instruction and individual attention, without paying 
any fees at all Class war begins in a college, result 
ing m daily strikes and lock outs This college must 
in the end be closcd—it is not fit to survive in the 
struggle for existence among colleges In order to 
survive, students and teachers must be able to 
harmonise their conflicting interests, so that discip- 
line IS maintained and work is done— the management 
must see to that 
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The same argument applies to work m fields aud 
factones It is the duty of the State to produce a 
harmony of interests where there is a confiict That 
IS whal the State exists for 

There would he little objection to class wm if 
India were a free country and isolated from the 
world Then the proletariat might settle Us differences 
with the bourgeoisie wthout a thud party taking 
advantage of the quarrel for strengthening Us own 
position and ruthlessly exploiting both But the 
world IS di\ided into distinct nations or peoples If 
not a political unit or nation, India is a geographical 
unit, and as such, our country is engaged in the 
struggle for existence with other nations or countnes 
Even if class war may be interpreted as an internal 
struggle for existence among different economic classes 
wuhin a country, there is a larger, wider and more 
terrible external struggle for existence which embraces 
the V hole of humanity No country can ignore this 
vider struggle without endangering its safety The 

meaning of class warm a dependent country is still 
mote plain 


ltofiaor scientific socialism’ 

In evplammg Marx’s conenphon of h«tory Sidney 
Hook madernaliv remarks “Had the international 

y ilarxist, it might have transformed the 
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'ttorld vnr into an internation'll cimI war and fought 
Its vny to socialism/' 

An international ci\il war, breaking out simulta 
neoubly m all countries, might lead to world socialism 
But the situation would be dangerous for particuhr 
countiies if the civil war was not simultaneously 
internitional Vnd the wider struggle for existence 
would not end e\en with the adient of world social 
ism, for nations would remain, each with its own 
natunl and other resources, its own rate of grov th, 
Its o\ n standard of living Mar\ indeed slid 
” Workers ha\c no Fatherland" {Dtc Aibuict hahen 
Icinc VafcjJaiid] Socialism is essentially inter- 
national m outlook But it is impossible to expect 
tint Goenhsm would abolish nationality The sentiment 
of nationality is too deep-rooted in the biological 
straggle for existence it represents the instinct of 
self prcseri ation of a geographical or political group 

Marx thought that with the development of the 
bourgeoisie, of freedom of trade and the world market 
and with the growing uniformity of industnai pro 
duction, differences among nations were tending to 
disappear And he said 

“The rule of the proletariat would make them 
disappear more United action, at least on 
the part of civilised countries, is the most important 
condition for setting the proletariat free 

“ Tottardi the Undcrsiaiidi7igo/ harl Mart b> Sidncj 
Hool, London 1933, p lOS, 
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^ T 

"According as tba exploitation of one individual 
by another ceases, will the exploitation of one nation 
by another cease 

" Vfl>en_jhe_ c,onflict of c lasses jgithm^i^JiatiDn 
ceasK, the h os tile attitude of one^ sattQn«.38aiQ6t 
willniso cease." 

This is utopia, not scientiRc socialise \ 

The past 75 years have seen a very great de\el( 9 - 
meat of vrorld trade and industry The bourgeoisie 
has grovm, and there is a greater and greater unifqr* 
mity of industrial output due to methods of mass 
production But it must be admitted that the class 
structure of capitalism to day is matenally different 
from what it was about 1850. Capitalism has’ 
produced new classes which are more m alliance with' 
the bourgeoisie than hostile to it Freedom of trade 
IS gone completely , the world market in many com- 
modities IS breaking up , ectmomic jiationaiism 
(outcome of the struggle for mtistein^) 
end to faisaes fatre If one choices to shut oije^s 
eyes to facts one may still maintain that the world is 
steadily progressing towards the Marxian ideal of a 
class less world society What is evident to me and 
to most people is that the struggle for existence 
among nations to day is more bitter than ever before 
and that a gigantic conflict is m preparation which 
will decide the fate of empires And woe fo (he 

’^DasEotHMURisfifcAc Beriio, 1923 p 39 
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countrj which, ignoring the necessity of united action 
at a critical time like this, treads the path of cimI war 
STRUGGLE FOR SWARAJ IS OUR STRUGGLE 
FOR EMSTENCE 

India’s struggle for swaraj has two mam econo 
mic aspects It nnybe viewed as a struggle to 
secure a better distribution of wealth, in which case 
It becomes an internal class struggle Or we may 
Mew’’ It as a struggle to change the political and 
economic system of the country with the object of 
augmenting national production and everyone’s share 
in it The question of distribution is not ignored, 
hut there is greater emphasis on production If the 
latter view is taken of the struggle for swaraj, our 
endeavour will be to minimize class conflicts, and 
to concentrate all efforts on the creation of a united 
front m the international struggle for e\istence 

I must not be mis understood I am not neglec 
ting the unjust distribution of v calth m India 
E\ en in the Punjab* the Province of peasant propne 
tors, land, the chief form of wealth in an agricultural 
country, is \cr> unequally distributed Roughly, 
m the Punjab, o\er 58 per cent of the owners ov n 
only 12 per cent of the cultivated area, while more 
than 61 per cent of the cultivated area is owned by 
15 5 per cent of the total number of owners The 
smallest owners, 17 3 per cent of the total, possc^^sing 
less than 1 acre of land each, own less than 1 per 
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cent of tha total cultivable area They are mdistin- 
guishable from tenants, for, to maU a living, they 
have to take land for cultivation on Mat from bigger 
owners 

Wc may start a class is ar between bigger 
and smaller cultivating owners, and between the land- 
less and the land owning dasses 

In the Zammdan provinces there are greater 
inequalities still m the distnbution of agricultural 
wealth But suppose we pool all agricultural land and 
divide It equally among all cultivators Will that 
sohe all problems ? Will that make the cultivator 
prosperous ? It should, if our chief difficulties arise 
from a fauliy distnbution of wealth 

What are the facts ^ How much land do we 
possess per cultivator ^ 
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P. 11,711.503 2.612,760 11327,271 35,512,416 

«Ct.> <«s o/Ziirfiir Vol I, Pitt II, p 221 

Statistical Abstract for British India^ 1930-31 



CLASS STRUGGLE V* STRUGGLE FOR E\ISTENCE 


From 2 1 acres m Bebat aod Orissa, land per 
cultivator uses to 7 2 acres in tbe Punjab and 7 3 
acres m Bombay Is the produce of 7 acres or less 
sufficient to mamtam a family m comfort > Not 
under existing conditions of cultivation, 

JJultiyatmg ^ro prietorsh ip^Jet. me^y^jassibe 
genuinely Indian system ofjand tenure The non* 
cultivating landlord is a product of British tule^ 
one of the blessings of Bntish administration 
Under \kbar there were only two partners m culti- 
vation, the cultivating proprietor, and the slate 
I have said ‘cultivating proprietor^ for a good reason 
Rights of property m land were recognizad under the 
Moghuls, as they wererecogamed under Hindu Kings 
Abdal-Fazal says in the Ai#j t-Akhan , 

vjljl;' JlA ylOJjjJa. (J JIJ] J. ^0 


Tenants were not unknown, but the policy of 
Akbar was to encourage cultivating proprietorship 
This IS shown by instructions to the revenue collector, 

. iCU i; ivig ^ 

Similariy, m the Punjab, Sikhrulws did not favour 
fte claims of non working intermediaries The 
Government wanted all the revenue for itseU-^it 
was not prepared to share It with useless middlemen 
About Dewan Sawan Mai, Mr E P Steedman 
^tes In practice the Bewan held that no man 
had any right to any land that he could not cultivate, 
and grants of waste-land were given to any body who 
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could bring it under cultivation Not only did this 
tahe place, but many persons uho had formerly been 
tenants at-wiH, found tliemseh es mvc'^tcd ^\ith the 
doubtful privilege of pacing direct to the Stale 
The proprietors dropped out because there \\ as no 
room for them 

\ very strong case could be made out for land 
nationalization, which means m India the restoration 
of our traditional cultivating proprietorship ^\bua 
dant justification e\ists for a class war against the 
non cultiv ating proprietor on this basis 

But economic conditions have changed material 
ly during the past 100 years The population has 
grovvn, the pressure of population on the soil has 
increased , some non agricultural sources of wealth 
production, c g , hand industries have been destroyed, 
and no new sources have been created to provide 
employment for surplus agricultural labour on the 
scale required 

These are important considerations, winch 
possess the greatest value m determining the guiding 
lines for the national struggle 

In spite of industrial progress the proportion 
of the population dependent on ‘Industry’ (including 
cottage industries) declined from 15 5 per cent in 
1901 to 10 per cent m 1931 This is due to the 
destruction of cottage industries If, owing to the 

^"^Ueport on i)it Revised Sc^Icmcfif of the Jhan^ 
District, 1S74 80 p 69 
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competition of tnaAinety, 10 band workers lose then? 
jobs, only one or two find employment m factories 
The nse of macbmery, nndcr such conditionsj causes 
nnemploymeat m India and creates employment m 
other countries 

In consequence, the proportion of the population 
dependent on agriculture has steadily increased It 
uas 65 per cent m 1901 It is now more than 71 
per cent There was a considerable increase m 
population m 1921 31, 10 6 per cent In some 
provinces, cultivators increased by a larger percentage 
still 


The progress of agriculture did not l^cep pace 
with the growth of numbers m 1921 31 The average 
net area sown in 19U 12 to 1920 21 was 220 million 
acres, as compared with 226 million acres, the 
average for 1921 22 to 1930 31 Under such 
conditions the land can support larger numbers only 
on the assumption that the cultivators accommodate 
themselves to a lower standard of bvmg-for the 
pr^ure on agriculture is not relifi\ed bv emigration 
to foreign countries 


Such IS actually the case 
In the United Provinces the possessions of the 
wdmary peasant consist ma little land, a pair of 
bullod^^^ the next crop, and bare necessities, 
, the clothes he stands up m,’ cooking utensils 
and an unsaleable house The culUvatot’Ltandard 
mfort IS already so ''miserably low," that there 
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i«; little scope for a further reduction of family c\pcn 
diture ” 

In Bihar and Orissa the cuUi\ator is advised to 
“cut his coat according to his cloth ** The area 
under cultivation in 1931 was slightly smaller than 
in 1921 The >ield per acre has not increased Arc 
there any other sources of income besides agncul 
ture ’ “Practically none," says the Census Commis 
sioner, 1931 

As a result of the trade depression “ numbers 
ha\e been forced back on the land " m the Bombay 
Presidency The pressure on agriculture has in 
creased The development of organised industries may 
reduce the pressure But that is a slow process 
“The solution must be for a time a tightening of the 
belt, which, " says the Census Commissioner, 1^31 
(Bombay) “means a slight lowering in the standards 
of comfort to which the present generation has become 
accustomed 

In Madras the saturation point has been reached 
in regard to agriculture m certain parts with centres 
at Pudukholtai and Musiri “ Other adjoining areas 
are in the position that a strong and continuing cmi 
gration flow is necessary to maintain population le^el 
of subsistence 

P Census RiPorl 1931, p 48 
Bihar at d Ortssa Census Report, 1931, P 7- 
Pomftay CfHSMs Report, 1931, p 24 
^ Madras Census Report, 1931, p 46 
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Bengal’s prospenty dependDd largely on }Utc, atid 
this industry is threatened by the growth of substi- 
tutes Bengal has only 2 6 acres per cultivator as 
compared with Punjab’s over 7 acres 

The Census Commissioner for the Punjab draws 
attention to the very big increase m the * already very 
numerous category of cultivators,” and says “Ihe 
other resources of the Province are obviously not 
keeping pace with the rate of increase m the popu- 
lation ” ® 

Reliance cannot be placed on cottage industries 
for providing new sources of hvelihooi for the agncul 
tural population The lessons of the past cannot 
be Ignored The revival of cottage industries is possi- 
ble only if two conditions are fulfilled (l) that we 
build a Chinese wall round India, isolating India from 
the rest of the world, and (2) pull down all Indian 
factories whose goods compete with the products of 
hand mdustnes 

Government's own rural reconstruction pro 
gramme ts a joke Its chief object is to divert atten 
tiott from the gnevances of the cultivator against 
high taxation And let no one imagine that the 
TOpro^^ement of agncuUure through the Imperial 
Council of Agricultural Research, or Provincial 
toltural Departments, will relieve the pressure on 
the soil What is wanted is a change of system, or a 

^Punjab Census Report, 1931, pp 221 22 
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more e^ enly balanced economy Agricultural research 
not bring this about, nor stud bulls 
Work may be provided for the surplus popuhtion 
in the \ illnges m manufacturing industries m toui ns 
This solution of the problem has been emphasized over 
and over again The famine Commission of 1880 
suggested the de\elopment of manufacturing industries 
as a means of protecting the masses against the 
horrors of famine But since 1380 the pressure on 
agricultural resources has not groan lighter but 
heavier 

Such industrialization as India needs in the in 
terest of her masses never take pheo under 
British rule And that is what makes the struggle for 
swaraj appear as a phase of the struggle for cMStcncc* 
Britain has her own interests to protect India, 
though not the sole market for British goods, is an 
important market 

That there is a conflict of economic interests 
between India and England is undeniable This con 
flict takes the form, not of a class struggle, but of the 
struggle for existence between Indian capital and 
labour on the one hand and British capital and labour 
on the other 

If India became free, England %\ould suffer a 
heavy economic loss, and British labour would iharc 
that loss It IS as much in the interest of the British 
working man as m that of the British capitalist that 
India should continue in bondage 
100 



CLK’35 STRTJGGtE V STRUGGLE FOR EXISTENCE 


The British Labour Party has sympathy for 
India’s political aspirations That sympathy will never 
take the material form of svaraj^ The Bntish Labour 
Party cannot sacnfice the interests of millions of 
Bntish workers) who directly and indirectly derive 
benefit from Bntain’s Imperial connection with India, 
for the sake of pleasing Indian politicians, or for im« 
proving the lot of the Indian worker Those who are 
dreaming of when socialism comes to Britain 
are chensfamg a delusion In the first place, jt is not 
known when socialism will cometoB«taia-~probably 
never In the second place, when Bntish socialists 
are m power, they will m spite of whatever they may 
have said before, as likely as not, malm the discovery 
that India’s interests require the mamtenance of the 
Bntish connection The stm^Iefor maraj, therefore, 
IS not a straggle directed against a particular Bntish 
class, the British bourgeoisie The Bntish bourgeoisie 
and the British proletariat will stand solidly together 
when the crucial movement comes They will jointly 
and stubbornly resist oar demand for freedom, for the 
freedom of India means the rum of both m more than 
one sense 


We have to safeguard our interests as against 
Britain It is not merely a question of nagmg war 
against Bntish Imperialism 


I insist that “our interests ” 
mean the general interests of the 
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both labour and capital It is irrong to suppose that 
Indian labour alone tm!! gam b} sxvmajt and that 
Indian capital is pcrfectl> happy under bondage 
There is no direction m which the joint progress of 
labour and capita! is not hindered by our dependent 
condition A few examples may be gi\en 

India hid ships of her own before the arrual of 
Europcins in Indian waters Indian arc 

frequently mentioned in the Da$ /Register for 
earlier \ears The situation changed when European 
competition began Indian shipping gradually dis 
appeared from the seas* Its disappearance was 
due mamly to force and \ lolcnce 

At present India has a large foreign trade, but 
the shaio of Indian shipping in il is insignificant 
The total number of Indian steam scssels engaged m 
foreign trade m 1935 36 was 35, w'lth a tonnage of 
61,000 as ngamst 1778 British \esscl5 with a tonnage 
of 5i millions The reply to the demand for the 
reservation of Indian coasting trade for Indian \csscls 
was Uic inclusion of safeguards m the new constitution, 
cxpressl) designed m British interests Ship'? registered 
m tlic United Kingdom cannot be subjected hv m 
British India to any discrimination whatsoever to 
which ships registered in British India arc not sub 

Dt&rj )ept b) the Dutch &t Datnvn 

' See Innan Ccattouitc LtfCt dm* Pfcscnt bv 
Bnj N&rafU (LAhorCt 1929) Cb ipter IV 
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jected jnthe Umted Kingdom This is the vrell known 
pnnciple o£ teciprocity Ships registered in India 
will, m future, compete on perfectly equal terrps with 
ships registered m the United kingdom in the British 
coasting trade and in the canying trade between the 
Umted Kingdom and foreign ports Can hypocrisy 
go further ’ We cannot discriminate agaihst British 
capital or British imports Discnnunation or penal 
treatment covered by the special responsibility 
imposed on the Governor General for this purpose 
includes both direct discrimination (whether by 
means of differential tanff rates, or by means of 
differential restrictions on imports) and indirect 
diBcnmmation by means of differential treatment of 
various types of products No administrative dis» 
cnmmation will he permitted either There used to 
be a Fiscal Autonomy Convention which, in theory, 
gave us the same nght to tax imports as is enjoyed 
by the Daminious The convention has lapsed 
What IS the object of “safeguards” except to 

permanently secure the privileged position of British 

capital m India ’ 


Or consider exchange It is a good illustration 
of the state of semi vassalage, monetary, financial 
and economic {etat de demt^vassahte mmcimre 
fim, icier, econoiniqiie) mvrhicli, according to M T P 

Koszide Britain holds her colonies. Dominions and 

many other peoples “ Not the Dominions For Ans- 
^Jountal rfes Sconom.sfM, May June 1955, „ 
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train, and New Zealand ha% e depreciated their currency 
beloa the sterling le\ el Oursterlmge\changclsl2^•pcr 
cent higher than the pre war rate The de%*alualion of 
the franc at the end of September 1936 was followed 
by de\aluation in four other countries With the 
pound sterling the rupee has appreciated 37 per cent^ 23 
per cent and about f5 per cent in terms of the French 
franc, the Dutch florin and the Italian lira 
respectnely Devaluation has imposed a sc\cre 
handicap on our exports to these countries As for 
Germany, in 192S-29 the balance of trade was in our 
fa\our in the proportion of 2 1 , in 1935-36 C' ports 
to Germany were valued at 8,69 lakhs and imports 
therefrom at 12,36 lakhs The total value of exports 
to Germany, Holland, France, Italy and Switzerland 
fell from 74,00 lakhs in 1928-29 to 21,44 kakhs m 
1935-36, a decrease of no less than 71 per cent* 
Considering that, next to the United Kingdom, these 
countries are the most important buyers of Indian 
produce, the position must be described as extremely 
grave But there is to be no lowering of the exchange 
ratio India's credit depends on the maintenance of 
the 18^ sterling rate now, as it depended before on 
tbe maintenance of the 18rf gold rate 

Indians feet are firmly planted on the road, not 
to swaraj, but financial rum Exports having declined, 
we are paying our debts abroad by exporting gold 
The export of gold means that India is rapidly 
consuming her capital The export of gold was 
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regarded with misgiving by Indians as soon as it 
began But our Government rejoiced ** In fact it 
IS clear,” said the Viceroy, '‘there is not only no 
cause for anxiety m what is now happening, but that 
it IS conferring a great benefit on both public and 
pnvate interest The Assembly is not permitted 
to discuss the question, the discussion not being ‘ in 
public interest ’ 

Finally consider the Home Charges, which 
amounted to about ^15 millions in 1900 and have 
since grown to over £30 millions If the rate of 
exchange were lowered to l6rf , the burden of the 
Home Charges will increase m a corresponding 
proportion This is one argument for maintaining a 
high rate of exchange Of course the burden of the 
Home Charges cannot be reduced by cuttmg them 
We cannot cat them, the Home Charges are 
sacrosanct* Here is this heavy mile-stone hanging 
round India's neck For the sake of the Home 
Charges the industry of both the agncnltural and the 
mdustnal worker is subjected to the heavy tax of the 
18i rate 

I have retetred to the ‘ safegoaids e\changB 
sold evports and the Home Charges, not by way of 
stating out grievances, but to illustrate the conflict 

economic interests between India and Britain 
Only swara] can remove this conflict And again 1 

2S to Indian Legislative AssemWj. on Jnnnaij 

105 



insist that it is not a question of chss conflict — Indian 
labour vcrstis the British Imperialistic bour^tcoisiey 
but of India as a whole against Britain as a whole 

Suppose we discriminate against Briti^jh shipping, 
British banks, and British imports m order to increase 
empIo>ment for Indian labour, both uneducated and 
educated. The decline of British industries, unless it 
was compensated by the growth of British trade with 
other countries, would reduce employment for British 
labour The British working man knows it, or if 
he does not, Sir Oswald Mosley is there to enlighten 
him as to the c\act significance of swaraj 

To my mind the chief content of svaraj is 
economic — it is a question of bread for the masses 
of India 

Swara] for our masses is literally a question of 
life and death Thus viewed, the struggle for swaraj 
is an aspect of the univ ersal struggle for CMStencc 
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A CLASS LESS SOCIETY 

We must begin with some definitions What do 
the words ‘socialism' and ‘communism’ signify ? 

The terms have a definite, time honoured mean- 
ing No one is a ‘ communist’ or a ' socialist ' unless 
he subscnbes to a definite, recognised creed 

I bonow my definitions from a short article on 
communism by Karl Diehl m the most authoritative 
encyclopaedic work on economics, Handtfoerfei buck 
der Staat&jjtssenschaflcn 

“Very often socialism and Communism are 
regarded as identical But this is a mistake Rather, 
both communism and socialism are forms of col 
lectivism* 

“By coUecUvism IS meant those systems which 
deny pnvate property While socialism is that form 
of collectivism which would abolish pnvate property 
ra means of production (land and capital), communism 
would abolish pnvate property also m objects of 
consumption In a communist system, not merely 
would instruments of production but the products of 
labour be divided among the members of the society 
according to definite principles of equality 

Vol V,p, 821 
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El5CT\here Karl Diehl writes 
Communism goes further than socialism m 
that It would withdraw not merely means of produc 
tion but objects of ccnsumption from prnate owner- 
ship In the socialist Stale the individual cannot 
own instruments of production, r c , land, factories 
etc But he may ow n objects of consumption, i r , 
he may freely dispose over the return from his labour, 
and in exchange for his labour-hours, he mi) obtain 
a tty soods he pleases (italics Diehl's) It is other- 
wise m a communist society Such a sacict> not 
only ov ns all land, tools and implements, but also 
determines the shares m food, clothing etc going to 
each individual In other words socialism would 
abolish private property only in means of production, 
but communism would abolish private property also 
m the products of labour 

These definitions are nothing new Still it was 
necessary to cite authority for them, for v erv often 
the two terms are used interchangeably As for our 
Government, they may shut up any socialist in 
prison, calling him a communist 

A communist society is a real class-less society, 
for in such a society there arc no didcrences in mdivi 
dual incomes or wealth In fact, where all goods arc 
owned m common, where every one labours according 
to hts faculties and consumes according to his needs, 

® Ueber Sostnltsmus, Kottwtttiusmus n d Af (tr^Uti 
Ynu5, by Karl Diebl, Jena, 1922, p 7 
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mdi\idual income and v^eaith w meaning 
The communist ideal is nothing to hi laugi cd 
nt, or noUimg ^\hich we in the East may dcrulc It 
IS consistent with the highest forms of reh^fious 
idealism 

Heal communist societies hax*c existed in the 
past m North \merica, and ^ome ot them mnv be 
functioning c\en now \ detnilcd account of U»o 
such societies relating to the year 1907 isgi\cn h> 
Dictil * Ihe Amana Society v as founded m 1711 m 
the State of Iowa (USA) It comprised fe\en 
village*: The chief occupation of the members was 
agriculture C% erv thing v as ov n**’! m common , 
but there V ns \ lolation of the strict principles of 
communrm m one xcspect -"each member was allowed 
credit to the extent of SO dollars per near for 
purcliaimg goods from a common store Tins free 
choicci remarks Diehl, is not communistic, nor the 
uce of money * A communist society ha** no for 
money cither as a standard o! value or a medium of 
exchange All goods jointly produced go into the 
common store, out of which e\ery member reccncs 
a share according to his needs 

U may be insisted that such communist 
soaclics as were founded m North America were of 
a strictly religious character It was expressly 
staled m Article 1 of the Amana Society that the 

Diebl loc Cit Chapter II 
* Diebl p 25 
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socielj had not been founded for the realisation of 
worldh, selfish aims, but of God’s Io\e and llis 
duine purpose Or, as Diehl '^ajs “Their Slate 
^^as not concei\ed as ideal m an economic sense, but 
as a State in which no importance was attached to 
economic or wordlj matters The members used to 
spend most of their time in religious exercises 
Before and after each meal they prayed for a long 
lime, andprajer meetings were held every evening 
The simple life, with strict limitation of wants, was 
the rule One w ho knew the Amana Society inti 
matel>, Mrs Shambaugh says “ Born of religions 
enthusiasm and disciplined by generations, it has ever 
remained pumarh a church 

Such ideals command respect The) have been 
respected throughout the East, m India and elscwdicrc, 
for long centunes One is reminded of ni^hkam 
kanva and Bamloshiazhmkancham of the Bhagwad 
Gita (to one who has realised his Self, a clod of 
earth, a stone and gold are the same) Swami 
Ramkrishtn Paramhansa was such an one SwMmi 
Ram Tirath was another Swami Ram Tiratli 
regarded property as ‘a huge )oke * “ Godhead is 
jour property,” he once said in a Forest Talk, but 
the house in which you h\e or jewellery can ne\cr be 
your propert) ” ^ 

Diehl, p 28 
* Diehl, p 28 

" In Woods of God Realtsaitont Vot IT, p 237 ct seq 
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Stady the lives of Muslim samts Open Taska^ 
rat til Aitlta at any page and read The samts, one 
and all, 'were not interested m this world. The SuR 
despises the world lihe the Vedantm The author of 
Gulskan t Raz says 

JSrtdtififfu deh mar sen dunya t-ghaddar 
Kejuz sag )a nashayad dad inurdar 
In the great Masnavt of Maulana Rum we read 
Gat harad malai *ttdu c rehaane 
Rchzanc ra hurda hashad rehzanc 
Samts have been the truest comtnumsts 
This IS religious communism, or commomsm 
deriving its inspiration from religion It has been 
already stated that in such a society the members, 
whose gaze IS constantly directed towards Hea\en, 
attach no importance to material wellbeing, and 
deliberatelj limit their wants. Such a society may 
exist and function successfully so long as religious 
enthusiasm lasts 


Economic communism is different There is no 
indifference to material goods or comf ort, hut 
still fliete IS consumption according to needs How 
IS that possible? The answer is, that when com- 
munism comes, there will be superabundance 
of ail goods, and therefore everj one may tale 
from the common store what he needs Will 

not some be templed to take more? ‘Certamlv 

not. Does it occnr to any one now to buy three 
tramway tickets and tben«upy one seat, leading 
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two unoccupied? The same will be the ease with 
all products The person concerned takes from the 
common store just so much as he needs, and that 
IS all 

I ma> say at once that I regard economic 
communism (as distinguished from the religious 
\anety) as a wholly impossible creed Wh> ? For 
the simple reason that human wants arc insatiable 
I would like to luc m a mansion surrounded by a 
pretty garden, to go about in a Rolls Royce, to 
eat the choicest food, to smoke the finest IIa\anas, 
to possess all the good books in the world m which 
I may be interested, etc etc Eacepting a few \ cry 
highly evohed souls, the millions that inhabit tins 
country arc, perhaps, not less materialistic than 
I am As for work, if you leave it to me, my 
capacity is about zero A time will never come 
when there will be such super abundance of all goods 
that all may work according to their faculties (or 
do tnc minimum amount of work) and consume 
according to their needs (or the maaimum amount 
of e\ ery good thing) 

SOVIET RUSSIA 

Soviet Russia is a socialist, not a communist 
country It is not a class less society 

An attempt was made soon after the Revolution 
(October 1917) to level down wages For e\ ample, 

^ A B C ifes hommufusmust Himbarg, 1921, p 01 
112 



^ CL4SS LESS SOClETi 


m the metal mdusUyi takmg tbe \^rages of unskilled 
labour as 100> the proportion of skilled to unskilled 
sank from 244 100 m August 1917 to 139400 
in June 1918^ Payments m kind Irations) had the 
effect of further reducing the gap between different 
scales of money wages But soon there uns a 
reaction against the levelling down of 'a ages It 
was officially admitted in August 1921 that the 
levellmg down of wages ** under eMsting conditions 
means a senseless waste of the country’s resources ” 
and the Council of People’s Commissars said 
“ Ml idea of levelling [of wages] must be decidedly 
rejected Different scales of wage payments 
were evolved for work requiring varying degrees of 
skill An investigation into wages, carried out m 
February 1923 by the Central Bureau of Statistics, 
showed that, taking wages for unskilled work as 100, 
the proportion of skilled to unskilled wages m 
extreme cases was m machine construction 355 9 100, 
m the coal mining industry +117100 and in the 
glass industry even 820 100 


What IS the position at present > 

The Report of the Director, International Labour 
Conference, 19th session {Gene^a, 1935) calls 

Jtentiontothe ‘‘ genemi mtroductmn of p« 

t>y results m Soviet Russia Mr Molotov, ,t ,s 

™ Schwarz, loc C31 p 61 ^ ^ 

“ Schwarz pp 64 5 
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clntcd, jmpre«jsed thi<; point npoa the Central Com- 
mittee of the Communi«;t Parh m the follo^\ mg terms 

'* We must admit that the middle cla«s idea of 
wage standardisation is not easy to root out , but 
rooted out it must be, for if standard wages are not 
abolished) it will be impossible to operate asjstem 
of payment for labour such as will fa\our the best 
workers, those who honcstl> do their bit, and such 
a s>stem is m the interest not only of the workers, 
but also of the whole proletarian State 

The bread cards Inie been abolished and all 
rationing is to be suppressed 

Inequality of wages necessarily implies incqualilv 
of incomes It does not produce a class less society 
—rather the contrary 

The account of the piece work system, the ba^^ic 
• \ stem for the remuneration of labour in Russia at 
present, may be lead m Sidney and Beatrice Webb’s 
Sol It/ Comtttumsm (Chapter I\) Its adxantages 
are v cll knowm The worker is materially interested in 
increasing his output Further, m capitalist countrie*', 
the Webbs tell us, the workers arc made to gam less 
per unit tlie faster they w'ork (piecework lalcs are 
degrcssiic) In Soviet Russia, piece work rale*? arc, 
in*Jomc cases, e\ cn progressiv c The meaning is that 
the incentive of private monetary gain JS more fully' 
exploited in Russia to increase the productivity of 
labour than m capitalist countries 
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One can easily understand the new Soviet 
system of payment by results and appreciate the rea* 
sons which haire led to its general introduction But 
one cannot so easily reconcile the resulting inequality 
mmcomes with the communist slogan ** from each 
according to his faculties and to each according to his 
needs at any rate not so easily as the Webbs 
have done They say 

In so far as mdmdual communists have indul- 
ged m ideals as to how the wealth of the community 
should be distributed among its members, the slogan 
has always been one of inequality D] This m fact 
has constantly been expressed m the phrase “ from 
each according to his faculties and to each according 
to his needs," which is certainly diametncally opposed 
to an equality among individuals, in the sense of 
identity either m rewards or in sacrifices " ^ 


Where payment is by results, consumption will 
be limited by income It may not be according 
to needs Workers with the highest income will 
have all the necessaries they want and may even 
mdulge m luxuries, both harmless and harmful 
Workers of the lowest grade may well find that 
on acrount of their limited income, they must dispense 
with the comforts they need Piecework rates are 
ase on the \^alue of the labourer concerned to 
tbe employer (it is immaterial whether the employer 
"p 792 
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induidinl capit'ih'^t or the ‘^ori'ilist Staled 
not on the needs of the worker is a member of 4 
ciNilised coinmunitv One mi>, arguinpr sophisticalK 
hkc tlie W ebbs, e\en claim lint in cipitilisl counlnc 
production and distribution proceed iccordinfj to th 
communist slogan since inequiUt> is the \cr) csscnc 
of this slo;?an and there is the greatest inequality 
both in rewards and sacrifices under capitalism 1 

From the sophistry of the Webbs it is rcfrcshinr 
to turn to the frank and honest conception o 
distribution m a communist society as outlined b, 
Engels in A fit: Ditchnn/i Herr Duehnng hat 
gone far enough, but his 'socialitarian* system stil 
fell short of the communist ideal. Herr Duehnn^ 
admitted the 'equal right to consume' corrcsponJini 
to *thc equal obligation to produce’ "Labour i* 
here ofTered m exchange against other labour on tin 
basis of equal tahiation Service and counter’ 
service represent here real equality betvcci 
quantities of labour" Herr Duehnng f.ivource 
‘Equalisation of men's energies, whether lln^ 
individuals have in f<act done more or !c<-s, or pcrlnp*' 
even nothing at all ' Wages arc ‘nccessirily the 
same for all ' 1 here is a difTcrencc between pricc*^ 
and ‘value* m capitalist societies In Ilcrr Duchring’* 
commune prices arc determined by the estimate of 
the quantity of labour required (o produce 
commodity, thus realising the “ab'^olule value" of 
” >\Hfi (Mvriin Lnwrence) Pari III Chnptr r 1\ 
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Marx Equal wages and equal pnees establish 
'^quantitative if not qualitative equality of con- 
sumption" and thereby realise the “universal 
principle of justice" 

Herr Duehring tolerated one slight departure 
from the principle of equality " The equality m 
principle of economic rights does not exclude the 
voluntary addition to what justice requires, of an 
expression of special recognition and honour 
Societ> honours itself, m distinguishing the higher 
types of work by a moderate additional allocation 
for consumption” In regard to which Engels 
satirically remarks “ A.nd Herr Duebnng, too, honours 
himself, when combming the innocence of a dove 
^ith the wisdom of a serpent, he bestows such 
touching care on the moderate additional consumption 
of the Duehnngs of the future ” 

Herr Duehrrag also permuted inhentance But 
wealth thus accumulated does not "aim at the creation 
of means of production and rent receiving existences " 

Money is also used in Herr Duebrtng*s commune, 
but it serves as a mere labour certificate— it is no 
more money than a ticket for a theatre The 
monetary unit may therefore be represented by a 
mece of paper, a farthing or a gold com Money m 
Herr Duehnngs commune is totally superfluous— 
Engels admits that Pnccs being equal to value 
products of equal labour are exchanged against 
products of equal labour The basis of exchange 
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might as well be labour time with the labour hour 
as a unit 

Herr Duehnng’s commune is cominumst in a far 
more real sense than present da> Russia, still Engch 
was not pleased with it Herr Duehnng pcrmils 
everyone to do what he likes with his mone> Some 
of the members may begin to form little hoards, 
which thev may lend to others on interest The 
usurer thus reappears Iht. borrowed money will be 
accepted b> the commune on payment for means of 
subsistence — money thus becomes wdial it is m 
capitalist societies, the general means of circulation 
Inheritance also makes a wide breach in Herr 
Dnehnng’s ‘quantitatively equal consumption * 

If metallic money is used, say gold, members of 
the commune are gt\ cn “ a new* motu c to the accumu 
I at ion of a hoard, to getting rich, to usury llicj 
may invest their sax mgs m foreign countries The 
usurers are thus transformed into dealers m the means 
of circulation, bankers, controllers of world money, 
and therefore into controllers of production, and 
therefore into controllers of the means of production 
To Engels's mind no compromise is possible, so far 
as mone> is concerned If monej remains, communism 
goes He has no objection to Owen's ‘labour 
certificates but they represent a transitional stage 
In the final stage, or under complete communism, 
there is " free utilisation ol the resources of society ” 

(p m 
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Where there is free ntiUsatioQ of the resources of 
society there IS no need for exchange, nor, consequent- 
ly, for Tnone> Nor has such a society any use for 
the concept of * value * — 

" Commodity production, howe\er, is by no means 
the only form of social production In the ancient 
Indian communities and in the family communities 
of the Southern Slavs, products are not transformed 
into commodities The members of the community 
are directly associated for production, the work is 
distributed on the basis of tradition and requirements, 
and likewise the products which are destined for 
consumption Direct social production and direct 
distribution exclude all exchange of commodities, 
therefore also the transformation of the products into 
commodities (at any rate within the community) and 
consequently also their transformation into values ” 
{p 345) 


On the question of exchange, or the transforma- 
tion of products into commodities, Engels also takes 
up an uncompromising position For as soon as 
commodities emerge, \alues emerge with them, no 
matter what values embody He insists again and 
again that under communism values are not assigned 
to products ‘ People will be able to manage every 
thing veiy simply without the intervention of the 
famous value’" 346) " The value form of 
^Qducta therefore already couta.us m germ the whole 
oapitaUsl form of production, the antagonism between 
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'ind %\a?e vorkcrs the im1u«;triil re<?cr\c 
a^nl^ , cnscs To seel% to abolish the capitalist form 
of production by e«itablibliiiig “ true value" is there 
fore cqnualcnt to atlempling to abolish calhohcism 
b> establishing the ‘ true * Pope " 

Monc^ , exchange ami commodities go together 
If monc) IS retained, then goods which arc proiuced 
c\cn for the producer’s o^\n use assume the commodit> 
form— monc\ ‘drags them into exchange* Moncj 
and the commodit\ form “dissolve the communitj into 
a mas*; of private producers** If Iltrr Duehrmg'i. 
economic commune t\cr came into existence, moiicj 
svoiild break it up (p 3+8) If, n addition, there r 
hoarding and inheritance, there is still less icason to 
talk of a communist socictj Quantitalivolv equal 
consumption becomes a farce 1 he ‘‘O called econo 
mic commune differs little from a capitalist society— 
It contains all the germs of capitalism and mmt 
mc\itabl\ break up 

The Webbs tell us that no one is compelled to 
work m Russia, not more than in England or the 
United States W cll, if one does not work, how docs 
one live ^ Docs one starve, m accordance with the 
slogan “ If a man docs not work, met her shall he 
eat*’? Not necessanh “ He mav indeed, ' we are 
told, “ indefinitely m idleness by spending his 
savings or hi*, inheritance, or living on gifts from 
relations and friends, vv ithout an> legal proceedings 
being taken pgrinsl him, although, ns he is not i 
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producer! he will not obtain a ration card, so that he 
must buy his meal and sugar with valuta at one of 
the 1300 Torgsm shops, or else, with roubles in the 
free market This Bolshevist idler has now 
been freed from vrocry about ration cards— no one else 
has got them either , and if he is deprived of the vote 
as a non r orker, he ma> reconcile himself to the loss 
of that privilege without shedding too many tears 
With Its roubles, exchange and commodities, not 
to speak of mhentance, free markets and ** millions 
of mdiMdual self employers**^® Soviet Russia, except 
in regard to a planned economy, is little different from 
a capitalist society It may be claimed that classes 
hare been abolished— but when piece work rates and 
all other germs of capitalism exist, the emergence of 
different economic classes is only a question of time 
To ull Soveit Russia ‘communist* IS a tmsnomer 
It would make Engels turn in his grave 

Onl> at one time, 1919 20, did Russia make a 
real attempt to realise the communist ideal of Engels 
The attempt was faciUated by the chaotic monctarv 
conditions prevailing at the time 

There V as heavy paper inflation, so heavy that 
all bottom seemed to ha\ e dropped out of ttie monetary 
sjstem The circulation on 1st January 1914, 
amounted to 14 roubles per head of the population 
The amount rose to 21 roubles on 1st January 1915, 

* So'Ki Commto zsm, p 667 
Soviet Commutitsii , p 3024 
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to 39 roubles or 1st J'^nuarv 1916, aud to almost 117 
roubles on 7tli No\ ember 1917 (new Calendar) 
The circulation had already increased to times 
the pre war figure before the No\ ember Re\oiiUion 
Between 7lh No\ ember 1917 and 1st Januarv 19’0 
the additions to the paper circulation totalled 
210,000,000,000, roubles equal to 12 times the incrca‘“e 
up to 7ili No\ ember 1917 —* 

In V tUtoti 
ioubh* 


bplo/ih No\ P17 15 01G 

T’-om 7th Nov 1017 to 1st Nov 1915 10 517 

Iron 1st Nov 1915 to l>>t Nov 1919 92 71! 

rrom 1^1 Nov 1919 to 1st Jan 1920 


\IIov mg for the derrca^'c of population and the 
further increase m circulation up lo 1st January 1920, 
It is found that the circulalion of paper monc> reached 
4000 roubles per head, which is about 300 times 
rreatcr than the pre war figure (14 roubles per head) 
Paper inflation ma> ha\c been deliberate, or a 
step forced on the Government by circumstances 
The resulting depreciation perhaps accounts for iht 
change which occurred in methods of wage pajmenls 
In the first year of So\iet rule wages were paid 
entirely in monev The term ‘naturalising of wages’ 
was first used in theSoxiel press towards the heRUininr 
of September 1918 The Ml Russian Conference of 
Metal Workers was the first to adopt a Resolution 
on 19th October 1918 concerning a practical solution 
of tins question “The Resolution was framed ui 
accordance with the proposal of the author of these 
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lines,** says M Lann*^ (Soviet official who na- 
tionalised banks) In the following year a begin 
ning was made towards the realisation of that 
aim In April, 1919 Government orders issued 
providing workers* and officials’ children up to the 
age of 16 with free food Later free clothes, bools, 
caps and stockings we^e provided to all school children 
"These measures,” sajs M Larin %hich equalized 
the positions of workers with and without a family, 
meant an important step tov^ards altering the material 
relations between indu idual persons and the society 
as a whole, since, m the place of money wages, there 
appeared the disinbution of products of social labour 
among workers m accordance with their needs ” 
Here was the first step taken towards a natural and 
nnsophisticaled interpretation ol the communist 
slogan “from each according to his faculties, and to 
each according to his needs ** 

A further step m the same direction was the 
prohibition to raise house rents above the level of 
Lt July 1919 Since money was rapidly depreciating, 
that meant reduction of house rents to an insigni- 
ficant amount Later, houses m big centres of the 

popuIaUon, c g , Moscow and Petrograd, were nationa 
lised 


This was followed by the free provision of 

~ s iss Ss- 
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V orkiTifi clothes, hc-id dress and ’aorhinir boots to ill 
\\orkers Towards the end of 1919 *5oap was andcJ 
to the free list A few months before, orders had 
issued enabUnff workers to bu> fixed quantities of 
sugar, calt and safety matches w ith ration cards at 
the prices of JuU 1919 Local So\tcts organised 
free theatricals for workers In March 1920, amour 
other things, free hot lunches were served for all 
workers and officials at their places of vork In 
June 1920 came the abolition of charges for travelling 
b\ railwaj trams or ships, both for workers and 
officials going on a holiday and those returning to 
work Finallj, to increase produclivitv, extra pa> 
ments were made in kind for extra effort (sugar) s-iU, 
manufactured goods etc) apart from card rations A 
beginning v as made bj setting apart 10 million 
pieces of cloth and 10 million match boxes for 
railwav workers 

It IS estimated that in the spring of 1920pa>mrnl‘* 
m kind b\ the Slate met at least half of the needs of 
the workers It was for this reason that worl cr'* 
did not insist on a rise m money v ages corresponding 
to the fall in the value of paper morev "Tlianks to 
the new economic organisation,'* writes M Larin, 
** the w -irkers arc losing all interest in monc> w igc'^ 
Money is beginning to lose its function m Rus*‘m, 
as banks, stock exchanges, etc , have already lost it " 

The \mana Societv allov eel us members credit 
to the extent of 20 50 dollars per year for purchasing 
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goods from a common store, which Diehl describes 
as imcommuDisttc Free choice in Russia, in the 
spring of 1920, extended to half of the workers* needs 
The departure from communistic principles was 
greater, still Russia was on the road to communism, 
considering that attempt was being made to abolish 


money 

The formal abolition of money came on 1st 
January, 1921 But, as we have seen, money has re- 
emerged, and with money, exchange and commodities 
The attempt to establish a communist society in 
Russia has faded 

Economic communism can never succeed, or, to 
put It otherwise, the conditions for the successful 
working of economic communism can never be 
fulfilled The explanation is simple 

Let ns grant for a moment that \alues as an 
embodiment of labour do not exist Let us think of 
'alue simply as power m exchange,’ irrespective 
of whether a good possessing value in this sense 
incorporates human labour or not How does any 
good acquire power m exchange ’ In virtue of two 
characteristics which it possesses— first, it is useful, 
or satisfies a want, and second, it is scarce m relation 
to demand Utility and scarcity are the cause of 
v^ue , whwe both are present value is presenr, where 
either is absent value is absent 


^ abundantly 

supplied that Its marginal utility to society as a whole 
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sinks to 7ero ’ Value sinks to zero too— the good, 
c g., air, possesses no power m e\change The very 
high value of diamonds is due to their great scarcity 
Rare things, as first editions and old masters, 
command a high value just on account of their rarity 
An autograph of Aurangzeb may have been produced 
with nc\t to no labour, but it may sell for a consider- 
able sum, just because autographs of Aurangzeb 
are rare 

Agricultural land is bought and sold now, or it 
has marginal utility above zero But m the 16th and 
27th century agricultural land did not possess value 
m India There was more land than Tias required 
for cultivation There is a reference to the system 
of cultivation in the accounts of India by two Dutch 
factors, W G De Jongh and Van Twist De Jongh 
served as head factor at Burbanpur and Broach from 
1623 to 1632, and m 1636 he returned to India 
tas an assistant director of the Dutch fac»-ory at 
Surat* He wrote a detailed account of the trade of 
Ahmedabad and other tonns on the West Coast m 
1628 or 1629, which vas published in Holland in 
1929 De Jongh says 

Land is divided among cultivators in the 
folIoi\ mg manner Any one w ishing to sow land goes 

to the headman of the village, called Mockedons 
{Muqaddam) m their language, and asks permission 
to cultivate as much land as he wishes to sow and m 
such place as is convenient to him, which permission 
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15 seldom refused and almost always granted Since of 
the cultivable land not one-tenth is sown, everyone 
can get as much land as he wants and [land} of 
his choice, and he may sow as much as he can 
cultivate 

Similarly Van Twist says of Gu)rat (Bombay 
Presidency) *‘A thousand times more land lies 
uotilled as compared with that i^hich is tilled 

It must not be supposed that land remained 
untilled because the tyranny of the rulers had caused 
the population to emigrate m masse to foreign coun- 
tries Far from that India was a land of plenty in 
those da>s, and food-grams were astonishingly cheap 
There was no large external demand for agncnltural 
products, and population being less than one-third of 
its present size, it was not necessary to bring all the 
cultivable land under the plough Under such con- 
ditions the value of land qua land is ?ero 


Price IS the expression of value or power in- 
exchange m terms of money Price measures mar- 
gmal utility This explanation disregards the causes 
of limitation of supply—whether they are natural, as 
ra the case of land, or artificial, as m the case of 
goods l^hlch may be reproduced by the expenditure of 


by Pro/ c/“re p « 

^Generate B^chnvtn^hc tan Indtctu by Tobau Van 
^ist ^Uion 1638^ p ^ ^ai^Q i^crvacl duyscntmael meet 
lant$ tcrficft !eyt alsscr hcztB^t vordt meer 
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human labour 

All goods do not possess the same \alue -- they 
e\change against one another at different ratios deter- 
mined by their marginal utilities Invariably dearer 
goods arc more scarce in relation to demand than 
cheaper goods This fact finds expression in different 
scales of prices 

The result is the adjustment of supply to demand 
If society has produced 100 million yards of silk cloth 
and 3000 million yards of cotton cloth, some may still 
have to go without cotton cloth, but many more would 
have to dispense with silk This is effected by the 
higher relative price of silk 

Of course if unlimited supplies of silk, cotton 
and other goods are available, there is no need to 
restrict any one's consumption Goods may be piled 
up m common stores, and the gates of the stores 
thrown open to all — any one may enter and carry off 
from the store any quantity of any good he desires 
Engels's '* free utilisation of the resources of society ” 
has this, and no other meaning Where ever^thingis 
super abundant, there is no need for monej, goods are 
not turned into commodities, there is no exchange, 
no temptation to misuse labour certificates, and no 
attempt to hoard wealth for oneself or for one’s 
family In fact such a society possess no wealth m 
the economic sense, only free goods 
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Suppose, for example, a communist society bas 
produced 1000 motor cars, but there are 50,000 
families of prospective consumers If a mtlUon cars 
were available, tbesociety might permit free utilisation 
of its resources in this respect, but there arc not 
enough cars to go round It is, for the purposes of 
our argument, immaterial whether restriction of 
demand is sought by fixing a high money price for a 
car, or whether the car is reckoned at 1 million labour 
hours as compared with a motor cycle, which is eijual 
to 100,000 labour hours, or a pair of shoes reckoned 
at 100 labour hours The result m the two cases is 
identical Some members of the society are excluded 
from the use of motor cars— ors will be acquired by 
those who have saved enough out of their wages, 
whether paid m money or labour certificates, to pay 
their price If the communist society apportions 
rewards according to the kmd of energy put forth by 
workers, and not merely according to the labour-hours 
involved in the exertion, inequality of incomes is 
necBssanly produced Those who earn more will 
acquire the scarcer commodities 

There is no escape from the conclusion that goods, 
which are not free goods, are and will always be 
commodities, and must be the subject of exchange 
Nothing depends on the form of exchange 

Engels's ideal of economic communism can never 
be realised But religious communism is difierent 
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The communist wages war against religionr and 
in this he is mistaken. Since the ideal of a Superfluity 
of all worldly goods, which is the essential condition 
for the free utilisation of the resources of society, 
IS non*attamable, the only practicable means of 
establishing a communist regime is to preach mshlam 
ka} ma, or indifference to worldly goods Communism 
has failed because it seeks to combine a materialist 
outlook with religious aims Here is another "Great 
Contradiction " which is incapable of solution. 

Wc have seen that the true spirit of religion 
recognises no property, whether in means of produc- 
tion or m objects of consumption God head is the 
property of the saint Work without the desire for 
fruit IS the guiding principle of saintly activity If 
members of a communist society have developed the 
requisite degree of indifference to material goods, 
and severely limited their wants, free utilisation of the 
resources of society will create no difficulties Goods will 
remain goods Our saints may use any kind of money 
■“It will remain a token There will be no hoarding 
What will a saint hoard for ? His chief concern 
IS to accumulate a treasure m Heaven No usurers 
arise, no bankers, no controllers of world money, and 
no controllers of means of production 

But the communist prides himself on his material 
ist outlook He derides spirituality His proposition' 
IS religiously noble-^doing away with sordid motives 
130 



A CLASS LESS SOCIETY 


oi \7eaUh production and accumulation, and the ending 
of e\ploitation of man by man But next comes 
^opposition' offered by matenahsm untraged \Vitb 
spirituality — there is no ray of self denial, ntshham 
to relieve the gloom of gross desire for material 
comfort What is the synthesis of this thesis and 
antithesis, the ‘composition* of ‘proposition* and 
* opposition * ’ 
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INDIAN 50C1AUSM 

THE socialists form a growing party within the Cong 
resS| and the head of the Congress, Pandit Jawahar 
Lai Nehru, is a declared socialist That a body 
which has not yet renounced its faith in gtir, char! ha 
and khaddar ns means of Indians economic regenera 
tion and political emancipation, should tolerate within 
Its fold men of a totally different outlook, is a compli- 
ment to the strength of socialist thought 

What has attracted India to socialism ? Is it 
the philosophy of socialism the labour theory, the 
theory of surplus value, the interpretation of history 
as a series of class struggles, or the ideal of a class 
less society? The labour theory is dead The 
theory of surplus value is equally dead — it explains 
nothing The theory of class struggle is worse than 
useless—it ignores the struggle for existence As for 
the economic ideal of a class less society, conditions 
for its realisation can never be fullfiled 

The theory of scientific socialism is fundamen 
tally unsound 

What, then, is the genesis of Indian socialism ? 

In attempting to answer this question we find 
ourselves confronted with a number of contradictions 
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M^pc was convinced that the first proletanan 
revolution would tahe place m England, mdu&tnally 
the most advanced country of Europe There\olu- 
tjon foreseen by happened m Russia, an 

mdustttally backward country Sometime ago it was 
thought that the second proletarian leNolution m 
Europe would occur in Germany Germany has 
turned fascist With as the latest recruit to 
fascism, the fascist movement in Europe has attained 
serious dimensionsi such a& were not foreseen by 
any one 

Fascism is the complete negation of bolshexism. 
If bolshevism IS the Marxian ‘thesis/ fascism is the 
‘antithesis* What is the ‘synthesis* of the two ^ 
Or, shall we say that bolshevism is the negation of 
capitalism, and that fascism is the synthesis, the 
negation of negation ^ Marxian dialectic is a muddle 
It IS supposed that “the Marxian interpretation 
does work under feudal conditions m a world where 
mdustriahsm has developed elsewhere”^ That may 
be true of Russia, but it is no interpretation of Indian 
socialism Why should socialism prosper m India 
because mdustriahsm is developing elsewher? The 
progress of mdustriahsm elsewhere would mean 
greater exports from India, higher prices of agncuh 
tural products, lower prices of maoufactured goods, 
and more money m the pockets of our peasants 

(Fab« and M 
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India was relatively prosperous before the War 
There was a growing foreign demand for food and 
raw materials and the terms of foreign trade were in 
our favour No one thought of socialism then Restore 
the price level of 1929 and the old conditions of 
international trade — India would lose all interest in 
socialism 

The progress of industrialism elsewhere has noth 
mg whatever to do with Indian sociahsm The 
genesis of Indian socialism lies in the agricultural 
revolution which has brought the rural masses to the 
verge of rum 

Sufficient attention has not been paid to the 
effect of the agricultural revolution on Indian economy 
The adjustment to the industrial revolution was still 
taking place when a second and a more terrible revolu 
tion suddenly burst upon us 

The causes of our misfortune are of a permanent 
nature The agricultural revolution is due to mecha 
meal and biological progress It has increased pro 
duction and brought down costs in the progressive 
countries of the world The rise of agricultural 
protectionism in the industrial countries of the West 
has further restricted Indian exports We are watch 
mg the situation helplessly We cannot persuade 
Western countries to give up protection, we cannot 
stop progress, and, under existing conditions, we 
cannot modernise our agriculture 
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It IS a mistake to tbuk that the rise of agricul- 
tural protectionism is due to our own protective 
tariff “Rebellion or ruin or secession” ate the 
pleasant alternatives presented to the Punjab by Mr 
CaHert^ But nothing depends on our entering the 
Federation or keeping out The export trade Hour 
ished under free trade, but the world political and 
economic situation then was different 


* Tha 'Wvalih and Welfare of the Punjab by Mr H CaU ctl, 
second edition 1935 C & M Gazette, Lahore Mr Calvwt 
and bis bool arc well known m the Ponjab Mr Calvert is a 
convinced free trader and ho dislikes the new consltlniion 
The new constitution is not a thing which any one may like 
It imposes financial burdens on the Proimces which, m their 
present impoverished condition they cannot bear So far one 
may agree with Mr Calvert But he is mistalen m thinking 
that protection is ruining the 'vgncuUural l^ovinces He 
suggests that the Punjab Frontier IVovmcc Balocbistan, 
Sind and the Indian States served by the North Western Rml- 
wa> may form a separate federation with free trade as their 
fiscal policy The rural peoples cannot for ever remain in 
Ignorance of the heavy burdens imposed upon them, or of the 
causes of the contmned low prices of then produce and of the 
removal of markets from their reach and wheurealiEalion 
comes Ik will be difficult to see how India will be able to 
escape from demands for secession or lor the isolation of 
Bombay (P ^20) Mr Calvert has spent much lime in the 

that the 

agncuUuTal revolution has something to do w itb the fall m 

mt milut of Ibe Id's b{ 

Pro‘“f'oii m the West, inspired 

a®"* completely 

There is not a word in bis boob to suggest that nroiom^ 
changes toe occurred in the structure o{ llrld agricultwe m 
U i? "'Ofotton, and in nmld cconoi^ 
® e economic natiombsm < Or have thJ 

^aguc of Nations on the trade depression 

and agncuUucalpraieciionism escaped Mr Calvert's atleSn? 
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Let US take wheat as an example Wheat 
exports in 1924 25 were valued at 17 crores of rupees 
At the present time they are negligible Why have 
wheat exports disappeared ? 

Wheat enjoys heavy protection m Italy, Germany 
and France On the 1st of January 1924 wheat 
paid a duty of is 7|d per cwt in France, but was 
admitted free m Italy and Germany On the^lst of 
January 1934 the duty amounted to lOs Id , 12s 4d , 
and 18s I Id m France, Italy and Germany respec 
tively ^ 

Wheat IS protected m these countries partly to 
reduce the unfavourable balance of trade, but chiefly 
for securing the nation's food supply in a time of war 
The * battle of wheat * {la batagha del grano), 
or the campaign to increase wheat production, was 
inaugurated by Mussolini m 1925, that is, long before 
the trade depression The object was to free Italy 
from “ the slavery of foreign bread ** {scJnavttu del 
pane sUameyo) * The * battle of wheat,* as Mussolini 
has said, “ responds to a fundamental necessity of the 
economic life of the nation”^ Large areas under 
swamps have been drained and rendered fit for cult! 
vation This bontfica miegrale as it is called, has 
added much new land to the cultivable area of Italy 

® Coijsidcmfiorti on the Present Evolntton of Agrtottl 
ittral Proiecttomsm Geneva, 1935, p 19, 

^ Mussel mi, Dtscorst, 1922 ( Alpes\ Milauo), p 122 
^ Mussohai, 1926, p 327 
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the isolation of Bombay is too simple a solution of 
our difficulties ^ 

The only way of escape lies through a socialist 
reorganisation of Indian agriculture and industries 
It IS literally a choice behveen sociabsm and rum 

What compels us to re organise agriculture ? Or 
the question may be put otherwise “ What will 
happen if we do not modernise agriculture ?" 

Our exports will continue to shrink, and this is 
not a matter of indifference As yet we have felt 
only the first effects of the agricultural revolution — 
the agricultural revolution is not more than 20 years 
old We found employment for the displaced hand 
worlcer m agriculture, and for a small number m 
power industries The problem of the agricultural 

^ Burma xvill not enter the federation—'* she will escape 
the ruinous consequences of the protection policy of Indian 
leaders at\d Welfare of ihe Punjab i p 398) 

Mr CaKcrt ndvises all the agricultural Provinces to claim 
exclusion from an urban dominated federation' ' One eftect 
of this urban inspired policy, * he says * wiH be to keep 
prices of agricultural produce to a low level ” (p 417) 
Mr Calvert is unduly severe on ‘ unscrupulous Bombay 
politicians They may want cheap raw materials but they 
did not invent the machines which have brought down agricul 
lural costs m Western countries, nor have they any hand m 
biological progress which has increased agricultural yields 

It may also be noted incideutally that there is no 
Province in which agriculture is not the mam occupation of 
the people The proportion of earners and working dependents 
engaged m agriculture m the Bombay Presidency is fiS 9 per 
cent o! the total as against 60 5 per cent m the Punjab The 
demand for the isolation of Bombay ' and the exclusion of 
the agricultural provinces from the federation therefore means 
that Bombay City will be left to form the federation by itself I 
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Think of the enormous increase in demand for 
all kinds of goods which will result when 370 
millions of people earn wages of decent living, when 
they are housed, clothed and fed like human beings 
Some may doubt the ability of the new regime to 
find work for all the surplus agricultural population 
m industries But there is no other way out for us 
We Iiave no choice m the matter Not to modernise 
agriculture is to lose our exports Let no one be 
deceived by conjunctural fluctuations If crops fail 
elsewhere, we export more cotton, oil seeds, other 
produce, and even wheat Short periods of improve 
ment due to the action of temporary causes have little 
significance The central fact is the structural 
change in world agriculture, accompanied by the 
rise of economic nationalism Our power of inter 
national competition is gone To restore it, we are 
( ompelled to reduce costs, and that cannot be done 
except by using modern appliances 

My conception of socialism is built around a 
national Stale, actively interfering in all economic 
matters, and taking deliberate steps to develop the 
country*s resources according to plan Economic 
planning in India will have three chief objects 
(c) increasing production with modern appiiaoces, 

(b) achieving an evenly balanced economy, and 

(c) stimulating demand 

With a rising standard of living, growing 
knowledge and enlightenment, and progressive 
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wealceniDg of religious prejudices and superstitions, the 
masses may be persuaded to take a rational view of 
marriage My socialist Utopia is an emptier India 


I do not see why this conception of the socialist 
State should not be acceptable toe\ery one The 
ideal IS not unattainable The value of the Russian 
evpenment consists just m this that it has demonst- 
rated the practicability of economic planning on a 
large scale 


The authorities in Russia had decided " to'' 
transform the U S S R from a country importing 1 
machinery and equipment mlo a country that ' 
manufactures machinery and equipment”® They ^ 
eminently succeeded m their purpose Russia occupied 
the second place m the world's output of machinery 
ml931 The first Five Year Plan may not have 
been fulfilled to the extent claimed But men the 
critics admit that it was a remarkable achievement of 
the Government and the people® 


I confess that if economic planning had failed 
where it was first tried, tny socialism would have 
failed too For to^me the chief attraction of 
socmiism lies in its planning, not m its class war 


® The FHsf Year Plan ofBcial report p H 

kiJ'f 

des nissischcft Puettfftthritlaties ” ^rfueU 
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There are two mam aspects of the socialist 
State, production and distribution We lieve seen 
that the socialist tends to over emphasize distribution^ 
and that m I ndia a better distribution of wealth is a 
less urgent problem--than~a“greater pfoductibn of 
'wealth It IS not suggested that we have realised 
the^-ideal of social justice Far from that But 
expropnation of all owners of property and an equal 
division of wealth among the people wiH leave the 
masses nearly as miserably poor as at present This 
IS a strong argument for ignoring class war and 
placing the constructive ideal of planned production 
before the peple 

Suppose all landlord rights in the Punjab are 
abolished and all land belongs to cultivators. What 
will be their income per acre ? The following table 
IS borrowed from the Piin^ah Favn Accounts 


[Table 

Parm Accounts tn tJ e Pttstjab, by S hartar Singh, 
1933 34, Statement XV, p xv 
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Net Income per Acre of Holdings grouped in 
Te« Disfncfs, <r5St»mng otl belongs /o 
the culUvators 



1929 

1930- 

1931 

1932 

1933 

District 

30 

31 

32 

33 

34 


Ha a 

Esc 

Rsa 

Ks a 

Ksa 

JuUttndur 

23 13 

11 12 

14 4 

20 10 

12 6 

Ladhia&a 

12 4 

3 7 

8 6 

23 2 

1 14 

HosbnrpQr 

31 7 

12 10 

17 6 

35 10 

10 12 

Amntsar 

27 12 

14 7 

8 13 

23 7 

11 1 

McUan 

13 9 

7 14 

6 7 

13 15 

9 9 

Rohtalv 

18 0 

13 1 

18 0 

23 11 

15 6 

Jhehm 


0 13 

10 12 

16 14 

8 5 

Lyaltpnr 

44 6 

11 14 

18 8 

31 4 

21 6 

Montgomery 

32 0 

14 S 

18 6 

29 10 

24 15 

Sargodha 

12 7 

6 12 

10 1 

17 10 

14 11 







Cxnal Colonies 

42 IS 

11 IV 

18 0- 

30 4 

21 1 

Well imgated ctifu 






harant 

18 7 

7 12 

10 12 

20 12 

9 10 

Total 

36 12 

10 9 

IS 12 

27 5 

17 6 

Lxchding Risale 






%\ala— 






(a) Canal Colonies 

24 3 

7 14 

14 14 

18 14 

16 13 

(A| Total 

20 1 

7 13 

U 4 

20 3 

11 12 


Excluding Risalewala, which is a Government 
farm m the Lyallpur District of over 800 acres, net in- 
come per acre in the Canal Colonies, where net income 
IS highest , was Rs 16 13 per acre in 1933 34 If well- 
inigated eiim barani tracts are inclnded, the average 

these five years, from 
1929 30 to 1933-34, the average income per acre 
was a IittIeo\et Rs 14, ignoring the division of the 
produce between the landlord and the tenant 

would probably be under Rs 10 per acre The level 
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of agncultural * prosperity * is higher m the Punjab 
than in other Provinces For India as a whole, 
assuming the non-e\istence of the landlord, net 
income per acre may not be more than Rs 6 or 7 
Now if we remember that land per cultivator, 
on an average, is not more than 4 or 5 acres, that 
gives us a net income of Rs 30 to 40, or, let us say, 
about Rs 50 per cultivator per year, assuming that be 
does not share his produce with the landlord Put 
the whole land of the country into a stock and 
re divide the land equally among all — the cultivator 
would certainly be better off than at present, but 
still miserably poor 


FEUDALISM 

One has read of predictions by responsible people 
that the ne\t proletarian revolution after Russia will, 
perhaps, happen in India Such predictions are 
the product of dialectical thinking, which, as we 
know, interprets history in terms of class struggles 
Marxian dialectic having failed in highly indust 

In the course of a lecture delivered in the beginning of 
Apnl 1924 on Foundations of Leninism,'* Stalin said 
Where is the front likely to be broken ne\t ? Again at the 
weakest point, obviously Perhaps that will be m British 
India where there is a young and combative revolutionary 
proletariat, allied to the champions of the movement for 
national liberation — a movement ^which is certainly very 
po\^erfuI * {Lcntittsm Vol I, p 101) This * very powerful 
movement ' took the form of a most remarkable war of 
independence which eatirel> failed to make any impression on 
the Imperialist front Most foreigners when they refer to 
India, do not know what they arc talking about 
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These figures deserve the closest atteatioa of 
those xvho will guide the sodalist movement It is 
seen that 51 per cent of the total area (excluding 
the portion for which details by tenure are not 
available^) is held by raiyatwari proprietors, while 
19 pet cent is held by permanently settled and 30 
per cent by temporanly settled zammdari proprietors 
The extent to which feudal conditions prevail 
m India is much less than 49 pet cent o! the total 
area The most important of temporarily settled 
aamradan Provinces is the Punjab, where we ha^e a 
large body of peasant proprietors Possibly feudalism 
is limited to not more that one third of the total area 
The Punjab peasant proprietor is a real prc^ne- 
tor-the land that he cultivates is owned by him 
It has been mentioned before that peasant pro 
pnetors in the Punjab exceed in number tenants and 
agncaltural labourers combined There is the 
strongest contrast m this respect between the Pun« 
jab and, for example, United Provinces and Bihar 
and Onssa 



ColUvaimg 

Tenant 

AgricoUutal 


owners 

enltitfators 

labonrets 


loco 

1000 

1000 

Poajab 

XJaitfid Pm 

1707 

U26 

510 

viBce$ 

Bihar and 

t0$jl 

S433 

1S05 

Orma 

291 

, 6129 

i7S0 


See footnote 2 to the Table 
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Unlike the Punjab, tenant cultivators far exceed 
cultivating oivners in numbers m these two Provinces,’^ 
The raiyatxuat t tenure is important in Bombay, 
Madras and Burma What is the position of the 
latyat ? 

The raiyat is not propnetor in the legal sense, but 
proprietor for all practical purposes Formal proprietor- 
ship carries with it responsibility for the payment 
of the land revenue The cultivator in the raiyatwari 
Provinces was not willing to shoulder this responsi 
bility In Madras it is legally recognized that the 
rai>at might at any time relinquish any field or 
definite part of his holding, and thus escape the 
liability to pay the land revenue So long as he pays 
the land revenue, he is proprietor in fact In Bombay 
the raiyat is called 'occupant,* and his right as an 
‘occupant* is hereditable and transferable The right 
of the raiyat in Madras is practically the same as m 
Bombay “In common language,*’ says Baden Powell, 
“it is aright which is theoretically rather than practical 
ly distinguished from a proprietary right The Burma 
Land Law and the Assam Land Regulation define the 
'landholder*s* right without calling it ownership 

In India, as a whole, taking males alone, there are 
according to the census of 193 125,564,656 tenant cultivators 
as against 21 315 383 cultivating owners The United Provin 
ces and Bihar and Orissa have the largest number of tenants 
In Bengal there are more cultivating owners than tenants 
(4,866,000 and 782 000 respectively) 

Laftd Revenue tn British India by B H Baden- 
Fowell (Oxford, 1913) p 126 
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The raiyat is not lan61ess , whether you call him 
' landholder ’ or * owner ’ makes no difference for the 
purposes of the present discussion 

It would appear that landed property is widely 
diffused atrong the rural masses, except, chiefly, 
in Bihar and Orissa and the United Provinces 

Is It possible to make the demand for expropna* 
tion popular in rural India ^ Who is to expropriate 
the rai>atwari landholder m Bombay, Burma and 
Madras ^ Who is to expropriate the Punjab peasant 
proprietor ? Our peasant proprietors are intelligent 
and \irile — they cannot be looked upon as down 
trodden proletariat The real proletariat in our villages 
consists of agncuUural labourers and the * untouch 
ables*, who are good for nothing Peasant proprietors 
form the rural bourgeoisie No class of the comma* 
nity IS strong enough to dispossess them of tbeir pro 
prietary right I suppose it is realized that expro- 
priation IS not a non violent process You do not 
stand with folded hands before the party to be expro 
printed and sa> “ Maharaj ji, Namaste. We have 
come to expropriate you Kindly hand over your 
property and go ’’ Jam naturally more familiar with 
conditions m the Punjab, bo^ I may be bdieved when 
I saj that all talk of expropriation is meanmgless 
Wrong socialist tactics, inspired by imported 
slogans, are mflaitely dangerous Gnr.diarlha and 
khaddai can, at worst, mislead some good people 
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into thinking that the revival of cottage industries will 
bring economic and political swaraj G«n, chatkha 
and khadda} are otherwise harmless , they may also 
be said to possess some utility in the sense that they 
provide occupation for people who have nothing better 
to do But wrong socialist propaganda rouses the Worst 
class passions So far from bringing swaraj, it breaks 
up the swaraj front And there is no socialism 
without swaraj, unless one takes the view that 
British Imperialism and socialism are one and the 
same thing, and that to strengthen British Impenahsm, 
is to hasten the advent of swaraj 

INTERNATIONALISM 

There is need for adapting socialism to Indian 
requirements At present the socialist movement in 
India borrows from European socialism both its 
intellectual content and its tactics 

The present writer has participated in socialist 
meetings in which the Soviet dag was duly hoisted and 
the ‘ International ' duly sung The Soviet dag is the 
symbol of the struggle of the international proletariat 
against the international bourgeoisie What have 
Indian peasants and workers to do with this struggle ? 
Why shouldn't Indian socialism have a dag of its own ? 
The ‘international ' is sometimes sung m music which 
IS neither Eastern nor Western, and the effect 
produced is ludicrous in the extreme 
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It y\\\\ be said that socnlism is ititenjational iti 
Us outlook because it stands for the brotherhood of 
peasants and workers of the uorld We h?\o no use 
for this sotnalisin 

Internationalism in a free country may ha\e 
some meaning , in a dependent country it only e\cUes 
ridicule 

We thmk in terms of castes and communities, 
and nov' we are requited to thmk internationally ! Is 
this not too big a jump ? We might prepare for the 
jump, if It would land us right m the middle of sw'^ra) 
But It hnds us novhere, we remain suspended in the 
\acuarn of empty phrases 

There is a philosophy h^ind internationalism 
The socialist believes m class v^ar He fights the 
bourgeoisie every where , he is a friend of the prolcta 
nat in every country He has Inerefore no country of 
hts own 

Nationalism is founded on the recognition of the 
universal struggle for evstence and survival of the 
fittest The nationalist behe\es in national sur\nal, 
not c!ass*suT\nal He therefore seeks to harmonise 
conflicting class interests m order to make his nation 
and country strong and great, and ' fit’ m the evolu 
tionary sense 

Here are tuo rival conceptions Which of the 
two represents sense > 
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jes of the deeds of jour own generation Forget the 
fourteen >cars of rum Arise nnd mahe thousand 
years of German historj *’ 

India has no ambition to make historj in the 
fascist sense But ue ha\c also a past of which we 
are not ashamed We wish to be masters in our own 
house, and to work out our destiny unhampered and 
free Is there any reason wh> the sentiment of 
nationality, one of the most potent of politiinl forces, 
should not be utilised to wean the masses from caste 
and conimuoahsm and to build op an Indian nrtion ? 

PRACTICAL ISSUE 


The practical issue before the country is not the 
form of the socialist State but swaraj 

All contTO\ersy about the form of the socialist 
State IS futile How will the State persuade raiyat- 
wan and peasant proprietors to accept a sy stem of 
land cuUu atiou wrhich ensures progress? I do not 
know Will the State take possession of a!! factories, 
tools, implements and other apparatus of production, 
completely suppress all freedom of induidual initiate c 
and enterprise, nationalise all banks and institutions 
concerned with exchange, and abolish money? ^gam 


f* A experience of Souet Russia and preseni-dit 
thn distribution Another releiaai considctalion is 
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